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ABSTRACT 

This manual is intended for use as a training 
publication and as a guide for investigators working vage compliance 
cases. The manual is divided into 10 sections. They contain a 
comprehensive review of the pay board regulations which remain in 
effect for those industries under mandatory control and serve as 
guidelines for the voluntary sector. To completely develop cases, 
investigators must have a thorough understanding of the computations 
prescribed by the pay board regulations and the criteria for ' 
exceptions. Exceptions and exemptions are discussed in chapter 1. 
Wage and salary investigation worksheet samples are presented in 
chapter 2, Computations are discussed in chapter 3. The manual also 
contains sections discussing Phase IV regulations, the November 1971 
recodification, forms S62 and S102, and a sample case file and 
problems. (Author). 
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INTRODUCTION 



I. PURPOSE . w ^ 

- -This-manual- is-in tend€ d f or use as a tra ining pub 1 1 ca t ion ,and . as a. gu ide....f at Jnyes tigat^^ 
working wage compliance cases. 

The manual is divided into ten sections. They contain a comprehensive review of the Pay 
Board Regulations which remain in effect" for those industries under mandatory control and 
serve as guidelines for the voluntary sector. 

To completely develop cases, you must have a thorough understanding of .the computations 
prescribed by the Pay Board Regu7.ations and the criteria for exceptions. Computations are 
— d isc u s s ed-in- Gha p t e r— I II • — Exc e p t ions .. and -^exerap t i ons - a r e - d i s cu s.s e d_i n J[^hapJbjex_I-«__Th e j^.^^ 
also contains sections discussing Phase IV Regulations, the November 1971 recodificatfoHt 
Forms S-82 and S-102, and a sample case file and problems. 

Where appropriate, references are made throughout the text to the Regulations and various 
forms. 

■"II, ROLE OF THE INVESTIGATOR 

The role of the Investigator in Phase III has been expanded from that of Phase II. In" 
addition to conducting investigations to determine compliance in the mandatory sector, you 
will conduct fact«f inding investigations in the voluntary sector. Such investigations will 
be conducted at the request of the Cost of Living Council. 

In these fact-finding investigations, you will determine how increases granted by firms 
relate to the General Standard. You will-also determine if increases granted by the firm in 
excess of 5,57o would have been permitted under any of th6 statutory exceptions or if the 
increases can be justified on the basis of gross inequity or severe hardship. 

Include these determinations in your report with a recommendation of action, tf any, 
which the Cost of Living Council should take with respect to the increases granted. 
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Chapter I \ 

GENERAL PAY STANDARD AND EXCEPTIONS 

■ ■■ ^v.vr ^ ■ . ; ■ ; 

Trr"^^ INTRO " 

Subpart B of the Pay Board Regulations sets forth the maximum permissible annual aggregate 
increase with respiect to an appropriate employee unit. r.^ The General Pay Standard for such in* 
creases is established as 5,57o. 

' Certain statutory exceptions to the Standard permit increases of up to 77o. Other excep- 
tions (tandem qualified^' benefits and governmental wage determinations) are provided which 
all ow increases in excess of the Standard ..(without the 7% limitation) , if 'certain cjrjteria are 
met. Also, exceptions were granted by the Pay Board on a case-by»case basis to' prevent severe 
hardships or gross inequities. 

1.2 SMALL BUSINESS EXEMPTION 

The Economic Stabilization Act provided that exemptions for small busiinesses be allowed 
as may be feasible without impending the accomplishment of the purposes ot the Stabilization 
Program. 

1.21 General Rule 

The Pay adjustments of any firm with an average of 60 or' fewer employees at specific 
calendar quarters, are. exempt from wage controls after May 2, 1972. The exceptions to this 
are firms involved in construction, health services, certain master contracts, state mandates, 
price categories I and II, and certain aspects of the food industry,, 

1.22 Definitions 

Firm (as opposed to employee unit) any partnership, corporation, association, etc., and 
any entity directly or indirectly controlled by that corporation, association, partnership, or 
proprietorship. 

Employee - includes officers of corporations, common law status as employee, agent- 
driver, sales, --^casual- or full time. Volunteer and non-paid (except for nominal work- 
related expenses) people are not employees. 

1.23 Computation 

1.231 Firms in existence December 31, 1971 - 

Average number of employees for pay periods including 6-30-71., 9-30-71, 12-31-71, 
3-31-72. The average is the number of employees in these pay periods-4 (or the number of 
pay periods the firm was in existence if less than 4). If 60 employees or fewer, the firm is 
exempt. 

1.232 New fircuS (after 12-31-71) 

If fewer than 60 employees in the last pay period of the second quarter , average employees 
"in that pay period with first quarter figure. And so on until an average for 4 quarters is 
established. Thereafter, the exemption is fixed. 

If the firm is initially exempt, but becomes non-exempt, the pay period determining non- 
exempt status will also determine which control year the unit must begin filing exceptions 
when it exceeds 5.57, or becomes non-exempt, whichever happens latest. 

1.233 Changes in size of firm after exemption is established: 

1. Firm expands or contracts number of employees - no effect. 



Q Firm acquires or Is acquired by another firm. If both are exempt, the new entity is 
ex«pD!r^lf either is non-exempt, the new enti ty • is non-exempt. 
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1.234 Changes in 'hon*exempt*V status : 

™ If -firm was - non-exempt' on-the effective - date- of the- regulations -Invo^ 

subsequently qualify even if it is no longer in one of the non-exempt classifications* 

2. If firm V7as exempt and siibisequently falls into one of the non-exempt situations, the 
firm does not lose exemption unless a master contract is negotiated. 

No retroactivity - Exempt units cannot renogotiate adjustments, place adjustments 
into effect, or pay retroactive wages agreed to after August 15, 1971, which exceed 5.5% 
for peri'^ds prior to the effective date of the firm's exemption. 



1.24 Applicability 

Units in some industries are not exempt even if they meet the criteria, and units in 
others have special rules. 

1.241 Not exempt: 

1. engaged in construction 

2. provides health services - '.nstitutional or noninstitutipnal 

3. had annual sales or revenues in FY ending 5-2-72 of $50 million or more (price 
categories I and II). 

4. if pay adjustments for any firm in which 50% or more of the employees of the firm 
were set before 5-3-72 by a master contract covering 60 or more employees, or by a jointly 
negotiated association, industry, area-wide, or group basis covering 60 or more employees. 
(Either entire K or wage rates.) 

5. . for those pay adjustments in an exempt firm that are now, or are hereafter set by 
master or jointly negotiated contract covering 60 or more employees. 

' ■ ■ 

1.242 Special Rules (See Chapter IV for details.) 

Food industry (and red meat dealers) firm only exempt if: 

1. manufacturer, wholesaler, retailer or Service organization ^ho has less than 207o 

of sales or revenues from sales of food and less than $50 m-lllion of annual sales or revenues 
from sales of food; or 

2. employees are members of a unit in which less than 50% of employees are enga^^ed 
a regular and continuing_ basis in food operations, and who are members of h unit in which 
less than 60 of such employees are engaged in food operations. 
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1,3 Exceptions 

IH'' consider^^ the cost-of-living, - and . the~»v. 

objective of reducing inflation, the Pay Board established the General Wage and Salary 
Standard, The establishment Standard provided the opportunity , in certain cases ^for wage and 
salary increases to be paid without prior approval and. minimized the necessity for a large 
administrative agency. 

However, an absolute percentage standard may not reflect the variety of compensation 
practices or allow the flexibility necessary for an equitable transition from an uncontrolled 
economy to an economy subject to wage and price controls. 

The Pay Board established several exceptions to the general wage and salary standard to 
recognize certain general classes of inequities, including those Inequities caused by a transi 
tion to a controlled economy. Generally, these exceptions are limited to an additional 1.57o 
or a maximum control year increase of TU . The exceptions contained in Subpart B are not 
intended to be an exhaustive list of equity considerations which may warrant an exception to > 
the general wage and salary standard. The ex'^.eptions reflect equity considerations which are 
broadly applicable to th%"? economy and which may be easily stated as a general rule. 

Section 201.30 was established to provide flexibility in recognizing inequitable 
situations which were not susceptible to a general rule (e.g., wage comparability or produc* 
tivity), situations which did not meet the technical requirements of the specific exceptions, 
or situations which necessitated increases in excess of 7 percent in order to correct the 
inequity. The exceptions we'll consider are: 

1. Tandem Wage Relationship (201.12) 

2. Tandem Qualified Benefits (201.13) 

3. Essential Employees (201. U) 

4. Catch up (201.15) 

5. Intra-Unit Inequities (201.18) j 

6. Case-by-Case Determinations (201.30) 

7. Covernmental Wage Determinations (201.17) 

8. Cost of Living Allowance (201.64(a)) 

Form S-102 is an investigative tool for wage investigations. The complete form is dis- 
cussed in Chapter II. Most exceptions have a separate worksheet." These are discussed in 
this chapter, and are found following the applicable section. 

1.31 Tandem Relationship - General 

(Sections 201.12, 201.13, 201.30) 

Tandem relationship refers to a leader-follower relationship usually applied in an 
"industry" concept. That is, steelworkers * wages tend to follow other steelworkers * wages 
very closely in a rather mechanical pattern. 

Tandem may exist with respect to every item of compensation, to one item only (i.e. 

straight-time, number of holidays), or any combination (i.e. the value of a straight-time 

increase in the lead unit may be divided between a straight-time increase and an extra holiday 
in the follower unit). 

Tandem may exist between disparate units that are subject to the same economic circum- 
stances (i.e. non-union supervisors to union rank and file on longshoremen unloading boats 
o"**"^ Heck and teamsters loading the goods onto a truck from the same dock). 
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ndem may exist only within certain classifications of a unit. 



1.32 Tandem Wage and Salary Relationship (201.12)- 

K.™. 1 .......Tandem..must.« exists; between.. units ^-of~ the-, same'-e units — - — 

within a commonly recognized industry or local market area, BLS and SIC codes recommended. 
(See Question 1, Tandem Worksheet - FormS-102.) 

2. Tandem must have existed for the prior five consecutive years (Pay Practice) or two 
preceding contracts (collective bargaining). If not two full contracts then five years are 
acceptable. (See Question 5, Tandem Worksheet.) 

3. Amount and nature of increases in the leader and follower unit must have been 
"generally equal in value** for the required time period. This has been strict in terms of 
inter-company and less strict for in tra-company units. (See Questions 3 and 6, Tandem 
Worksheet . ) 

4. The timing of increases in the follower unit must have been directly related for 
the required time period to those of the leader unit. An identifiable consistent pattern 
should be followed. (See Questions 4 and 6, Tandem Worksheet.) 

5. The proposed increase must be effective no later than six months after the effective 
date of the tandem increase for the leader unit. Within reason, the six month rule is not 
historical. (See Question 4, Tandem Worksheet.) 

6. Maintaining the tandem because of a lawful increase by the leader unit must result 
in an increase above the standard for the follower. Leader need not exceed standard". (See 
Question 2, Tandem Worksheet . ) 

1.321 Special Notes 

A. Adding increases for required time period is not "generally equal.'* Rielationship 
must b.e between adjustments. 

B. The PB- 3 shows the average increase for a unit both in terms of cents per hour and 
percentage. Since the "job mix" will vary from one unit to another, tandem capnot usually be 
established on the bias_ of the PB-3 alone. A showing of tandem will usually require a careful 
analysis of increases in each job classification, unless there has been a straight "across 
the board" increase. 

C. Tandem may be percent or cents per hour. 

D. "Nature of increase" refers to straight time, included benefit, and qualified bene- 
fit, tandem can exist between a unit with merit and one without. (See Question 2, Tandem 

-Worksheet.) 

1.322 Limitation: the maximum increase permitted under 201.12 is the lesser of;. 
•A. the increase necessary to maintain the historical pattern; or 
B. TJS • 

1.33 Tandem Qualified Benefits (201.13) . 

This excerption is intended to parallel the exception for tandem wages and salaries-based 
upon levels of qualified benefits rather than employer cost. 

1.331 Requirements 

1. same employer, industry, or labor market_area. (See Question 1, QB Tandem Worksheet.) 

2. tandem established for five prior years (Pay Practice) or. two prior contracts 
(collective bargaining). (See Question 5, QB Tandem Worksheet,) 

pD!(^ nature and levels of QB*s in follower unit generally equal or closely comparable 
tgjja^^e and levels of QB*s in leader unit. (See Question 5, QB Tandem Worksheet.) 



4. timing of changes in QB of follower unit have been directly related to tiining of 
jchances in QB of leader unit. (See Questions" 3 and 5, QB Tandem Worksheet.) 

i; ; 5. because of increase in QB of leader unit, maintenance of the tandem will result in 
an increase in follower QB in excess of the Standard. (See Questions 3 and 5, QB Tandem 
Worksheet . ) 

\' • ■ 

6. effective date of increase in leader unit is not more than twelve months prior to 
the proposed effective date of the follower unit. (See Questions 6 and 7, QB Tandem Worksheet . ) 

1.332 Limitation 

The lessor of: 

1. difference between cost of increased QB of the follower and that of the leader; or 

2. the amount of increase in chargeable QB'w. 

The standard of "generally equal" is more liberal by virtue of the words, "or closely 
comparable" than the standard of wage and salary tandem. 

If the QB's are within the standard of Section . 201 . 59 , no exception' should be granted, 
even if the unit qualifies. . 



T«nd«fn Wage R«l«tionthip WorkthMt - Section 201.12 



..tir<)loyet!-*. or- Aj$ociation!.s .Ugal. N*n«.... 



— COLC-ControJ-NuirMr" 



tRS Control Hutrter 



If « t«ndcm rcUtlonihIp Is cUlmd with mor* than one unit, provide the data requested betow for all such units. 
U thfs sheet \\ befng used for waqe coinpartbllUy under Section 201.30, check box. H 
1. Identify the leader unit to whlch'^u are claiming « tandem relationship. 

Narre of Company ^ ; 



Location of Unit 

Naipc 1 Type of Ei'Ployees_ 



Indus try__ 



National and Lncal Union with which einployer negotiated (If dny)_ 



2. Has the leader's adjustment b*en approved by the Internal Revenue Service the Pay Board or COIC ' 

Is there a peni^nq case? - - 

If yeS'i Orov^fle case number ^ , 



Oo not 






know 


Yes 


No 


[] 


[] 


[] 


[] 


C] 


[] 



3. Uhat was the wage rate Increase of the leader unit for the control year? ^ 

4, (a) G'We the effective date for the increase of the leader unit 

(b) G1»« the effective date for i^t Increase of the follower unit 



cents per hour 



(c) Old the waqe and salary Increase of the leader unit become effective not more than six months before the 
proposed effect We date of the \Hage and salary increase here requested 



(a) If iased on pay practices, has the tandem relationship been established for the prior five 
consecutive years? « 



(b) If based on erployirent contracts, has the tanden relationship been estabflshed In the limedlately 
preceding two consecutive bargaining agreements? — 



(c) If no,-^eji«t1a1n why the tandem relationship has not existed for the prior five consecutive years or the preceding two 
consecutive bargaining agreements? — ■ "- 



n 



C] 

a 

[] ' 



■6. List the effective datti a-.d the amounts (In cents per hour) of all wage and salary Increases for both the applicant unit and the leader unit 
i?rI"?„i5J or during the prior five consecutive yearsof pay practices. If the Increases were based on contracts, 

also indicate the effective dates of the contracts. 

If these are differential increases by job category, attach an additional sheet showing the Increases for each category. 

Applicant Unit 



Effective dates 



Cents per hour y 



Leader Unit 
Effective dates 



Cents per hour ^ 



7. If Claiming tanden or waqe comparability, suoPly the current and two prior contracts for both the leader and follower unit. 

^ If the contract or pay practice provided for wage Increases specified In percentages 4 give the percentages specified and Indicate what was 
used as the base. 



•v-.^A *^ .... Depirtiiwnt ot the Treir.',< • Intemal Revenue Stfvice 

FoiM S'102A Test (3-73) 
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Tand«m QuaKfM Bmf it R«l«tionfthip WorkshMt ' 8«ctiofi 201.13 ' 




Employer*! or Association's Legal Nam 


COLC Control Number 


Date 




US Control Number 





•TO-THE EXTENT THAT THE LEADER UMT HAS OFFSET ITS CHARGEABLE QL'ALIFIEO BEHEFIT COST AGAlflST THE GENERAL WAGE AND SALARY STANDARD, THE COST OF 
LIVING COUNCIL OR ITS DELEGATE MAY REQUIRE THE FOLLOiJER UNIT TD DD THE SAME. 

If I tandem rtlatlonstilp Is da^rred m\th rorv than one ur.1t, provldt tht data rtqutitcd beloM for all luch units. 
1. Identify the leader unit to which A tandem r^Utlnnthlo is claimed. 

Name of Company \ ■ • ' -' ' — 



Location of L'nit , Induitry__ 

Number A Type of E/rployeej ; . 



National and Local Union with which enoloyer negotiated contract (If any)_ 



2. Has the leader'i adjustflunt been approved by the Internal Revenue Service, the Pay Board or COLC?- 
a) Is thert a pending case?* - - - — — 



Do not 






know 


Yes 


No 


[] 


[] 


"■ [] 


• [] 


[] 


[] 



\* yet, provide case number, 



3> (a} iT.ectlve date(s} of the Imsrovement In qualified benefits of the leader unit 



(b) ?rooosed effective date(s) of the increase of Qualified benefits for the anolicant unit . 

(c) It the prooosed effective date(s) of the Increase for the aopllcant unit within 12 months of the effective date(s) 
of the Increase given the leader unit? - 



4. ?rovl4e a copy of the full text o? both the present and the proposed new qualified benefit rlans for the applicant unit 
and the unit to which a tandem relationship Is claimed, 

5, List the effective dates and the type and level of quBl1<f1ed benefit Increases received by both the leader unit and the applicant unit during' 
the two limtedlately preceding cont/'act periods or the pripr five consecutive years of pay oractlces, 

• • Applicant Unl c . ' ■ Leader Unit 

Effective dates TypTS level of benefTT Effective dates Type h level of tenefTT 



6. Show the percentage. If any, of Increased qualified benefit of the leader unit which was charged against the General Wage Salary 
Standard, t . 

7, Show the total chargeable adjustment of the leader unit, ■ 



- ] ■ Dopartmanl a1 the Truaury - Inttmai Itovenue S«fvic« 

Fom. St102B TMt (3-731 
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1.34 Essential Employees (201.14) 

This exception is designed for tight labor market situations. 
1.341 Requirements 

Applicants must show: 

1. Rates below level of comparable firms that have same skill levels in the same 
industry or geographic area wage comparability. (See Questions 7 and 8, Essential Employee 
Worksheet.) 

2. " Employees are essential - must describe business, functions of employees involved, 
and describe relationship of employee loss to (a) lower profits, (b) declining services, 

(c) inability to meet contractual obligations~(d)-lower productivi ty. (See Questions 1, 2, 
and 9, Essential Employee Worksheet.) 

3. Significant portion of vacancies - no specific proportion, but must be higher than 
other firms in the industy or same .labor market, and higher than their historical experience; 
(See Questions 3 and 4, Essential Employee Worksheet. ) 

4. Recruiting for at least three months; newspaper ads, contacts or contracts with 
employment agencies, etc. (See Question 5, Essential Employee Worksheet.) 

5. No significant deterioration in conditions of employment - parties must give 
assurance, for example, that air conditioning or restroom facilities have not broken down, 
crime has not increased in the area, or previous services such as car fare, have not been 
discontinued. (See Question 6, Essential Employee Worksheet.) " 

6. A seven percent increase will solve the problem. Parties should make a convincing 
agreement that higher- wages alone will solve the problem. (See Question 9, Essential Employee 
Worksheet.) 

7. Limitation - 7% (1.5^ added to 5.5^) ' ■ .„ 



CMMtlal EmplovMt WorkthMt— Section 201.14 









Ei|)]oy«r's or Association's Ltgal fUm 


COLC Control Nwti^r 


Out 




. IRS Control Nu»«bir 





If this wrkshtft Is bting ustd to supoort lociHttd shortages of labor undtr Stctlon 201,30, chvck box, [] 

1. Idtf)tlf> th» job clisstficat4on(s} which i*rt cons(dtr«d •s«»nt(al. 

a) THl* and function, 

b) How many jobs (filled and vacant) existed In the essential employtes cate9ory{1es) at the t1r»($) of the » 
c> How »*ny of these Jots art now vacant? 

d) Have funds been allocated or budijtted to oiy for thase positions for the year ufHler consideration"' 

If not exolaln, 

2. Why Heri> these einolovees essentUl to you? 



adjustrftents? 



Ves No 

[] [ 



3. Indicate the nurijer of vacancies In the essential employees clisslflcatlon(s) as a proportion of the Job* in that (those) cliisiflcatlon(i) j 



a) At the time of the waqe rate ad.tustmnts 
6) Or* (nontt* etrUtr 
c) Two months earlier 



d) Three nonths earlier < 

e) , One year earlier t 

f) At other t1;Ties» If relevant: Date . 



4» What were the tiirnover rates per 100 employees In the entire appropriate ernployee unit: 

a) At the tine of the wage rage adjustwnts X d) ^'ire* months earlier 

bl one iwnth earlier ' t t) One year earlier ' 

.c) Two iwnths earlier t f) At t7 er tlwi. if rtltvant: Date, 



5, Indicate efforts during the three months orlor to the wage rate adjustment to recruit these essential e»n)loytes, 

a) Mere advertlsanents placed In newspapers or trade JounuU? — ; "* 

If ves. attach cooirt if ay*1Hble. 
(b) w«r« tht services of the State Eirploymefit Service utilized? — — * 

c) Were tradt and vocational ichoolt contacted? " 

d) If yei to any of the above, wtrt qualified workers attrKted or referred as a result? ^ • 

Wert any of them hired? - * " * * " " 

If no, explain why not, 

♦) Other recrultlnj efforts (dticrlbt In deteil) 

6 Here ther» any slgi^lflcant changes (during the pest three winths or so) In other conditions of employment , 

related to the jobs that fomwd the basis for this exception? - - 

If yes, describe the chanjes, 

7. (a) Whatwas .the evtrege stral9ht-tlw' hourly wege rete paid workers In the essential eirpJoyees c?*s»UUat1o«(5) 

durlnj the base payroll period? $ 

s*at the av">aa« straight-time hourly Increase put Into effect for these workers (In cents per hour)? S 

(c) What was the averaq* straight-time hourly Increase put Into effect for other workers In the aporoprlate employee unit 
(in cents per hour?) i - 

8. Were the wage rates paid by other enployers for the Job classlflcatlon(s) for which you arc claiming exception , 
hlghf than your wage rates? • * " * ^"''"li'-J 

a) If yes, whatwtre their rates? 

b) What was the source of their wage rate dete? 

9. Eiplaln why the requested increesewes necessary to attract or r«taln eR^loytes in the essential category (les). 



10. WfiyMcr«you unable to grant the Increases ncedtd to retain your essential eii«>1oyees out of the Increase alloweble 
to your unit undtr the general wage and salery stendard? 



Hm 8-102C TMt 1^73) 
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1.35 CATCH UP (201.15) 



This exception is designed for employee units that have not kept up with economic pace. 

1.351 Requirements - Eligibility 

1. All cases— only for a control year beginning on or before 11-13-7? • 

2. $3.00 Rule - A unit's straight-time rate (at expiration of prior contract or pay 
practice) exceeds $3.00 per hour, catch-up allowed only if new contract succeeds a contract 
expiring before 7-1-72, or if the new pay practice is established before 7-1-72. 

3. State and local government rule - Where the unit was prevented by law from raising 
wages' for a period of time, the exception applies to that period of time. Where the period 

^' extends into "control years beginning after 11-13-72, it is allowed. 

1.352 Requirement - Calculation . . * 

1/ "Catch-up year** 12 month period roughly equivalent to base year, and the necessary 
IPj^onth period preceding. * • . • 

2. *'Catch-up computation rate" average straight-time hourly rate plus average hourly 
rate on day before\ef f ective date of adjustment and day before each catch-up year. Different 
from Base Compensation Rate as qualified benefits are not included. 

3- Computations are "ice cube" i.e., not to reflect variations in work force composition. 
Promotions, longevity, and other factors described in Section 201.60, are 'excludible. 

h. Determine straight-time and included benefit increases over catch-up year. Remember 
roll-up eats up catch-up. 

5- Multiply 7^ X each catch-up year." 

6. Subtract total of catch-up years expressed as a percentage from total of each catch- 
up year times 1%. 

1-353 Requirement - Limitation 

7/5 (i.e. 5.5^ + up to 1.5^,) maximum. 




1.36 Intra-Unit Inequities 

A continuing process of personnel and salary administration is to develop rational and 
systematic rate relationships between jobs, giving weight to skill, responsibility, effort, 
working conditions and other factors based on job content. As a result of both external 
and internal pressures, distortions occur in the structure of relationships among job rates 
within an appropriate employee unit. The causes of the distortions may result from one or 
more of the following circumstances: 

1.. significant change in the content of jobs within the appropriate employee unit 
resulting from a technological change in equipment, production methods, or materials, 

2. a series of cents-per-hour increases causing a compression in the historical percen- 
tage wage differentials (which may cause a decline in motivation to acquire new skills), or 

3. the existence of random rate structures or the deterioration of a job classification 
system over a prolonged period of tiiSeT^^ 

Unless the structure of job rates had been neglected over a prolonged period of time, 
•the latter two situations would normally require only incremental increases (spread over the 
entire unit) to maintain a rational relationship among job rates. These minor adjustments 
represent a continuing salary administration process and are treated as any wage or salary 
increase subject to the 5.5 percent standard. The introduction of new technology usually 
represents instant, dramatic changes in job content and the relationship between job rates. 
These changes in job content may require significant Increases for certain job rates in 'the 
appropriate employee unit in order to represent relative skill factors and competitiveness 
in particular labor markets. 

In consideration of the various causes of distortions in the structure of job rates, it 
was decided that distortion caused by the introduction of new technology presented a situation 
in which the effects of the stabilization program were most direct and acute. In this 
particular situation a general exception to the standard was provided subject to a 7 percent 
limitation. 

1.361 Definition 

An intra unit Inequity is established where the relationship between the monetary 
value assigned to an individual job and the monetary value assigned to other jobs in the unit 
becomes disrupted by changes in the content of one or more jobs as a result of the intro- 
duction of new or different technology. 

For purposes of this exception, the employer must demonstrate the existence of this 
inequity and that this Inequity was caused by ,the introduction of new technology. 

New technology in the context of this exception refers to a change in equipment, pro- 
duction methods, materials, or processes. The technology may be new to the plant but need 
not necessarily be new to the industry or firm. If new machinery-has been installed as a 
pilot project affecting a relatively few number of employees in the unit, the institution of 
the new machinery on a plant-wide or company-wide basis would constitute the Introduction of 
new or changed technology. 

1.362 Eligibility Requirements ' 

In order to qualify for an exception, the employer must demonstrate (1) that an intra- 
unit inequity exists which resulted from "comprehensive" technological changes in equipment, 
methods, materials, or processes, (2) that a comprehensive plan (as defined in 1201.18(a) 
has been developed which will correct the alleged inequity, and (3) that wage and salary 
increases in excess of the standard are necessary to correct the inequity in the manner 
prescribed by the comprehensive plan. 

1.363 Comprehensive Technological Change 

121)^/^' order to distinguish between the modification of equipment "^o^^ 
w:tl\JL> normal product cycle, a "comprehensive" change in the production methods and 
tiewiur^ues Is required. For purposes of this exception, a comprehensive, change is determined 



to be; a technological change in processes, methods, or materials which affects the job con- 
tent of not less than 10 percent of the job classifications and not less than 25 percent of 
the employees in the appropriate employee unit. 

The plan,- in addition to being comprehensive in terms of coverage of employees and job 
classifications, must also include the following criteria: 

1. Job descriptions--with sufficient detail to identify differences in content based 
on relative value of the factors by which they are to be measured (skill, physical strain, 
responsibility). 

2. The realignment of wage rates must follow a systematic and orderly method of 
classifying, ranking or rating all of the jobs in the unit, giving effect to skill, effort, 
responsibility, working conditions and other factors which are reflected in the job content. 

3. Rate relationships shall be established in accordance with accepted methods for 
job classification, historical practice in an industry, or through some other demonstrable 
guide in general use for classification purposes, including an explanation of the derivation 
of factor weighting on which the system is based . 

4.. Rate relationships shall reflect the different levels of skills as measured by grad- 
ing selected jobs from the lowest to the highest level, on each of which a significant number 
of employees are grouped. 

"5. A computation of the percentage increase In jou rates of the unit involved (exclud- 
ing the effect of "red circle" rates). (For method, see 1.365.) 

1.364 Increases in Excess of the Standard 

The employer must demonstrate that increases in excess of the standard are necessary 
to correct the intra-unit inequities. 

Example: A normal operation of the pay practice employer generates a 5 percent in- 
crease for all employees in the unit. As a result of the introduction of new equipment, 
certain intra-unit inequities are created affecting 20 percent of the job classifications and 
30 percent of the employees in the unit. Three-quarters of the job classifications affected,, 
or 15 percent of total job classifications, require an upward revision in the job rate. The 
cost of this upward revision averages 1.5 percent of the entire unit's base compensation rate. 
The total increase for the. control year would ^e 6.5 percent. 

1.365 Computation . 

The comprehensive plan should include the computation of the net increase in job rates 
excluding the effect of *'red circle" rato.s in the following manner: 

1. For single job rates : The percentage difference between the weighted average of 
current job rates and the weighted average of the proposed job rates * 

2. For the reclassification of jobs without change in the existing rate ranges : The 
percentage difference between the weighted average of the rates actually paid within the 
range for each classification prior to reclassification and the weighted average of the rates 
to be paid after such reclassification. 

3. For revised rate range structures: The percentage differences between the weighted 
average of the mid-points of the current job classifications and the weighted average of the 

Id-points of the proposed job classifications. 

The computational method contained in §201. 18(d) is not intended to reflect the per- . 
entage or cents per hour increase in the base compensation rate. It will not, in most cases, 
e comparable Jto the Pay Board computational methods contained in Subpart E due to the exclusio 
f "red circle" rates and the measurernent of job rates rather than total hourly compensation. 

€ computation of increases in job rates or rate^ranges^ w^^^ ajweigh.tejd„,average_in_.cents 

(J :'*~(bV' percent ^ job rates* 



1.366 Limitations 

The exception is limited to the percentage increase necessary to correct the inequity 
up to a maximum of 7 percent. Any amounts in excess of 1,5 percent which are necessary for 
the correction of intra-unit inequities must be charged to the general ««S\«"''. ^^^^^^ „ 
standard unless approval for increases in excess of 7 percent has been granted by the Pay 
Board pursuant to Section 201,30, 

Once this exception has been claimed and allowed with respect to an appropriate ^ 
employee unit for a control year, it may not be claimed in any succeeding control year by the 
same unit. 



Intra-Unit ln*quiti«a Workah*»t - Section 201.18 



{For Ihc Control Vear lislod in Part II.) 



EMplo>er*s or Association's Legal Nam 


COLC Control Number 


Date 




IRS Control Nunter 





Ytl No 



1. (a) Had the Inequitable pay situation which you seek to correct resulted from tht ln*.roductlon of changed 

technology In equlprant, methods, materials, or processes? - - - [] 

(b) Did this change affect not less than 10 percent of the Job classifications and not less than 25 percent 

of the employees In the appropriate employee unit In which the technoloolcal chanoes had been made or Introduced? C] 

2. Did the program describe Job classifications with sufficient detail to Identify differences In Job content 
based on relative value of the factors by which classifications are measured (Including e.g., skill, physical 

itraln, and responslbHI ty)? [] 

3. Did the program provide for a real Igrment of wage rates that fol lowed a systerrutlc and orderly method for classifying, 
ranking or rating of all the job classifications in the unit, giving effect to skill, effort, responsibility, 

working conditions and other factors reflected In the classification content?**- — [] 

4. Did the progran establish rate relationships (enpressed In dollars and cents) that. were established In accordance 
with accepted methods for Job classifications, historical Oractlcf In an industry, or througn some other 
der.onstrable guide In general use for classification purposes, including an-explanatlon o' t^e derivation of 

factor welghlinqs on which system 1» based? - - • [] 

5. Old the program establish rate relationships (expressed In dollars and cents) that reflected the different levels 
of skills as rreasured by grading selected Jobs fron the'lowcst to the highest level, on eoch of which a significant 

nuiflber of employees are grouped? - — - - [j 

6. H*4 the percentage increase in wage rates or rate ranges been computed In the manner Indicated below for each Job 
classification In the unit, excluding the effect of "red circle" rates, i.e., personal rates for individuals?— [] 



(a) For single Job classif icatlor) wage rates, show the percentage difference between the weighted average of the 
proposed Job rates and the weighted average of current Job rates. 

(b) For the classification of Jobs without change in the existing rate ranges, show the P^'rcentaqe difference between 
the weighted average of the rates to be paid, for each Job classification after reclassi ficatlon and the weighted 
average of the rates actually paid within the range before reclassification. 

(c) For revised rate range structures, show the percentage difference between the weighted average of the midpoint of 
each Job classification In the revised structure and the weighted average of the midpoint of each Job 
clustficatlon In the existing structure. 



ELIGIBILITY UNDER THIS EXCEPTION IS ESTABLISHED ONLY IF AIL OF TH£ ABOVE CAW BE ANSWERED "YES". 

U% Ho 

7. Did this unit receive an intri-unit exception durifvg tht previous control yttr? ^ [] [] 

6. (a) What percent of the btse compensation rate In addition to the general wage and salary standard is needed 

to correct this Intri-unit inequity?---- - - - X 

{*>) What is the total adjustment above the standard that you are requesting for this control year for this exception? t 



ATTACH A KATEMtMT OtSCRlBlNG TH£ APPLICANT'S COWRCT£NS WE PROGRAM (AS OEFIHEO IH THE REGULATIOHS), THE CAUSE Oft HATURE OF THE INEQUITIES , AND THE 
MANNER mWNlCH IT IS PROPOSED TO CORRECT THEM. 

f^fm S 102D TMt 13-73) Oapartnvt of tfx TrMwnr - Inlatntl ltov«Mia Stnrioe 
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1.37 Case-by-Case Determination (§ 201.30) 



Section 201.30 "Exceptions on a Case by Case Determination," is similar to Section 
130.12 of the Cost of Living Council Regulations. Both establish an exception to the General 
Pay Standard "to prevent gross inequities, serious market disruptions, or localized shortages 
of labor." The difference between the two, of course, is that during Phase II, the exception 
could only be granted by the Pay Board, while now, employers in the voluntary sector may apply 
the exception without approval. Those in the mandatory sector must still receive Cost of 
Living Council approval for 201.30 exceptions. 

It is important for you to have a working knowledge of some of the principles applied 
by the Pay Board in granting or denying 201.30 exceptions, because you will undoubtedly find 
that some employers who have granted pay increases in excess of the standard will offer 201.30 
arguments for justifying those increases. You must be able to document these claims and show 
how 201.30 applies or does not apply. Even when rio such claims are put forth by the employer, 
if you have determined that no other exception applies, 201.30 will have to be* explored to some 
extent in order for COLC to determine if a roll-back is in order. 

The following is a list of some of the considerations which will aid the Cosr. of 
Living Council in making such determinations. Also included are some examples of typical Pay 
Board rulings on common 201.30 issues, which will help you in preparing your recommendations. 
,The examples are by no means exhaustive, and should not be considered hard and fast rules, as 
201.30 was designed to allow the Pay Board flexibility in dealing with individual cases. The 
examples illustrate basic principles, which the Cost of Living Council could depart from if 
circumstances in a given case call for different treatment. 

Considerations which the parties might bring to' the attention of the Cost of Living 
Council if the increases were challenged: 

(Tandem (V/orksheets S-102A, Part 1, S-102E)) 

201.30 Considerations in many cases grow out of the statutory exceptions. The 
first of these to be discussed are claims of tandem or comparability which do 
not meet the requirements of Section 201.12. The following questions should 
be explored: 

Is this unit a "leader" or "follower" with respect to the wage patterns (i.e., 
do these negotiated increases follow other increases which have been negotiated 
for the same employer, same union, same plant, or same labor market area)? 

...If so, were these other increases approved by the Pay Board or the Internal' 
Revenue Service? 

...What were the effective dates of these other increases? If possible ,' compare 
the increases of this contract with those of the leader contracts (i.e., are 
these greater, less, or the same). 

...Kow do these increases follow those of other units (same cents per hours, 
same percentage, same total costs over the ■ term of the contract)? 
...Is it possible to determine which units have historically been leaders and 
which followers? If this increase goes into effect, how many other contracts 
(involving how many other workers) mi-ght attempt to institute similar, increases? 
What are these units and where are they located? 

...If wage . increases affect supervisory of salaried personnel, .do these .in- 
creases maintain the historical differential -between' this unit and other em- 
ployees within the same plant? 

1.371 Historical Comparability 

During Phase^ II, the Pay Board developed a body of case law vhich was used to decide 
exception requests above the guidelines. In brief, what the Board attempted to do was to main- 
tain historical wage and salary differentials as they existed at the beginning of Phase II. 
Thus, if Company-A, which produced the ...same product as Coinpany-B and employed the same types of 
employees and" had historically paid wage rates lover than those being paid by Compahy-B, the : 
-Pj "(J) i~'vould"''not"'"allov''Company~A"to-go'^up to "Company -^^^ • ■ ■ — 

ERIC 



It may not now be unreasonably inconsistent for Company-A to pay Company-B*s wage 
rates. Parties are to make their own determinations as to whether or not they fall within list 
of 201.30 exceptions. The emphasis is on "leader" contracts which could have an impact within 
the industry, local labor- market area, or the company. The fact that a company decides to pay 
the going rate for its employees even though historically it has paid lower rates, may not in 
itself be sufficient to cause the Cost of Living Council to challenge the increase. However, 
where a contract may have an impact on other contracts, a challenge and roll back may result. 

.An example of Pay Board reasoning in a case with potential inflationary impact was a 
case involving employees of a brewery. 

In the brewing industry there are highly automated plants that require about half as 
many employees as the older- style. Rates for brewers and bottlers at these plants have a "give 
a nickel here, take a nickel there tandem" even among large companies. 

In a case where a new plant was joining two others in tandem, the first contract that 
placed the new automated plant in tandem with the other two was sufficient evidence. to allow it- 
to rise to their rate. 

However, the three combined \inits had then negotiated a new contract ' that placed' 
them in tandem with other highly automated units around the country. If allowed in full, all 
automated plants in the country would have been equal. 

The past history was "give a nickel here, take a nickel there, tandem." In the Pay 
Board's view, bringing all units into line would have set the stage for a big increase in May, 
1973. 

In consideration of all this, the Pay Board allowed 32 cents of the 85 cents straight- 
time requested - 10^ rather than l6.9%\ giving them 'something to work on in May. 

This was an unusual case. Normally, when the parties could demonstrate tandem, the 
Pay Board would allow the entire increase, mless, as in the case above, it appeared that 
allowance in f\ill would generate pressure for further increases in the industry as a whole. 

201.30 tandem was also considered difficult to allow when the contract was "back-load- 
ed." A back-loaded contract is a contract with larger increases at the end of the contract 
period than at the beginning. Such contracts generate the most "catch-up" pressure. 

201.30 tandem was allowed when a nev unit or new follower unit could not meet the 
201.12 six month time requirement or the two previous contraci; requirements, but could un- 
mi stake ably show the intent to become and stay a follower of the leader unit. However, the 
201.12 requirements could not be stretched beyond reason and still receive 201.30 relief. In 
one. case, for example, a perfect tandem with an l8 month time lag between leader and follower ' 
was rejected. 

Tandem (201.30) was allowable when the follower took less than the leader unit (e.g.; 
one Seattle unit with a history of perfect tandem to a larger \m±t negotiated a ^% increase in 
their first control year rather than the 10^ negotiated by the leader. The ^% was allowed). 
In subsequent years, however, tandem would become progressively more difficult to allow, since ■ 
the pattern had been broken. 

"Package tandem" had two allowable 201.30 aspects. The first was when a follower unit 
received the same total increase over the life of one or more collective bargaining agreements 
as the lead unit, but the individual year by year increases did not match up. The second was 
where the increases among the leader and follower units did match up year by year but they 
crossed pay adjustment categories. That is, a U5 cents increase in straight time in the leader 
unit was matched in the follower unit by a 30 cent increase in straight time and a 15 cent in- 
crease in included benefits. 

Both situations were allowable under 201.30 depending on how close the tandem alleged 

-»ri^-^^^.as-.'~The^»actual— -package-^tandem~cases.-wer 

ehlyCerfect or quite far off. (item H S-102-E Worksheet) ' 



The Pay Board allowed 201.30 relief when tandem was claimed between supervisors and .: 
plant personnel. A weaker standard of tandem was used, but relationships must still be clearly- 
related and very close. The Pay Board used a historic differential test like that outlined in 
the classroom exhibit on governmental wage determinations. (See Item 3, S-102E Worksheet) 

. V 

The standard is weaker because, the supervisors are usually given the percentage the . 

union people get^ However, this percentage is not always clear. For example, supervisors may 
get the same straight time percentage as union members but no included or qualified benefits. 
This did not destroy the tandem relationship if the practice was customary. The best check of 
the tandem is to confirm the calculations and historical validity of whatever method the firm 
used. 

Remember - the key to any tandem is a showing that the leader unit actually paid a 
lawful increase (in or ■ t>eyond the standard), which forces this unit above the standard to meet 
it. 

-I..372 Newly Established Comparability 

A. New Comparability - (item 2; S-102E Worksheet) 

Do these increases involve employees working in a new job, new employee unit, plant 
or establishment? If such is the case, will the increases bring the wage rates above or below 
wages for comparable jobs within the industry or labor market area? 

In many cases, a unit may be attempting to "catch-up" to area rates for comparable 
jobs. If this is the case, is it possible to determine what these other area rates are? How 
many are below? Why has the unit waited till now to catch up? 

•Doctors who incorporated were a major problem during Phase II, and remained one of our 
most difficult Compliance problems in Phase III. The Pay Board formulated an in-house rule, 
known as the "Ashland Clinic" rule for dealing with these situajd^^ns. 

The Board took the position that a doctor who incorporated should set his base com- 
pensation rate, including all fringes, at a level equal to his lOUO income from the partnership 
or individual proprietorship, this being a more appropriate measure of his base rate than com- 
parability studies with other doctors. 

* If this rate included a qualified pension plan, and the doctor considered himself to 
be a single appropriate employee unit, (and secretaries, nurses, etc. another unit), the 
required pension contributions for the other employees necessary to match the doctor's level of 
contribution would often exceed the allowance 5*5^ for these employees. Under Section 201.30, 
if the doctor and other employees would consider themselves one appropriate employee unit , the 
Board would allow the pension contributions, provided this did not increase the entire unit 
over the standard. In other words, the Board would allow, on exception, the doctor to use his 
own base to increase benefits for his employees, provided the standard was not exceeded^r- — 

B. Certification : (item 5 and/or. Item 9 ; S-102E) 

Another situation which received special treatment was the newly certified collective 
bargaining unit. When a formerly non-union unit is organized, or when a unit changes unions, 
or when lanion units wish to combine, the change in the status must be voted on by. the employees, 
and then th3 union must be certified by the Nati9nal Labor Relations Board as the representative 
of the employees. ■ i ^' 

Under the National Labor Relations Act, it is an unfair labor practice for an employer 
to grant increases when certification is coming up. This distorts normal wage increase patterns 
since certification often involves a lengthy dispute. "The Pay Board allowed increases back to • 
a date prior to certification when it was clear that a pattern had been broken. 

Similarly ,. in new plant situations, a common practice is to set starting rates 
deliberately low when unionization is expected. After certification, this rate is increased to 
nn-Jrm scale . 201.30 was used to permit these increases when scale and the intent to move to it 
i^-fearT Mov^inent's^^ 

Z^.i^jr^t! the practice of the union to sign for less than. scale on the first agreement, or for 



ther good reasons. 



C. Essential Employees (item Tj S-102E and S-102C): 

If the parties .state that these wage increases are required to retain essential 
employees, the Cost of Living Council would like to know the the following: 

Have employees actually left employment because of insufficient wages? 
How many? 

What percentage of 'the work force? * 
Has the percentage increased over the past few years? 

Is the recent rate of turnover consistent with the industry and/or labor market area 
experience? » • " 

Is the company presently actively engaged in recruiting efforts? 
What results have been achieved? 

201.30 was allowed only when there was a relatively certain comparability chart. In 
these instances relief above ^% was allowed. Note that the chart suggests District verification 
hat the units .described as "comparable" are a fair sample. 

/ 

D. Changes in Control Years (item 9, S-102E); 

If increases are claimed to be within the standard because of a change in control 
/■ear, what would be the percentage of the increase using the control years prescribed under Pay 
Board regulations? What is the justification for changing the control year? 

The Pay Board normally allowed control year changes only in the first control year, 
General Council's Office indicated uncertainty about the power to change control years in the 
second and future years even \mder Section 201.30. Such changes should be viewed with- extreme", 
skepticism, and the justification closely scrutinized. 

E. Catch Up (item 9, S-102E) : Attach catch up computation if claimed. 

If the parties state that increases above 5.5^ were granted because of catch-up, what 
s the three (3) year or prior contract history prior to the first control year? What was 
granted in the first .control year? 

The Pay. Board allowed 201.30 relief in second control years when a unit was low-paid, 
ind it was clear that it did not take advantage of the statutory catch up exception (201.15) 
luring the first control year (that is, they took 5.5? or less). Where the unit had availed 
tself of the 201.15 exception, the Board felt that the 1% was generous and sufficient, and 2nd 
rear catch up was not allowed. 

F. Low Wage Employees : {item 9, S-10?K) 

It is not yet clec;.r how .CLC will treat the Con*;;ressional ^'^i'^:: [.:. roi lu^j l::w w.i,'e 
xemption no lower than ■■p3.50 per hour. If -the cbmpubaLioria,! I'ules in S^clioa ;;:"C.1.19 r^re 
laintained it should be noted that the Pay Board granted 201.19 exceptions in cases where a 
;ood faith attem^t^was made to use these ' computational rules, but errors or misinterpretations 
aused increase's^ above those actually allowed by Section 201.19. 

G. Qualified Merit Plans 

If the parties base their increases on a q.ualified merit plan, is there any other 
xception that might apply? 

The Pay Board considered the qualified merit exception to be very generous on its 
erms. Relief under Section 201.30, either to allow increases above or to extend the- ex- 
iration of the exception, was almost unknown. 



.-H..^--, Xost.--.of..Xiv.ing- :-^4rItem-->9.--S-lQ2E-)-- 



w-^j^y^" If the unit has granted a cost of living" increase greater than that prescribed under 
fti\l V> 101 . 6U is there some special problem that this unit has that, differs .from those of other 



n jft^xu the industry or local labor market area? 



The Pay Board rarely allowed 201.30 relief for units whose increases were solely 
due to cost-of-living escalator clause. 



I. Phase I Retroactive Pay, 

While.it seems unlikely that Phase I retroactively will become an issue, the question 
. of inclusion in "the base of Phase I retro pay (granted under'Section 201.3^) may arise, if it 
was included in the base, was the contract agreed to within six (6) months of the effective 
date of the contract? If so, the Pay Board usually al3.owed inclusion in the base. 

J. Qualified Benefits 

In cases where there was no improvement in benefits, the Pay Board in some cases 
allowed as an "offset", increases in employer contributions where the employer was picking up 
•all or part of the employees contribution. There was no clear rule on this but all circum- 
stances should be verified in such cases. 

Where qualified benefit increases exceed the qualified benefit standard how much of 
this increase is due to "roll-up" because of increases in wages and salaries? When the Q. B. 
standard was exceeded solely because of an otherwise allowable increase in wages and salaries, 
the Pay Board usually allowed the "roll-up" increase under Section 201*30. 

Work Rules (item 6, S-102E) 

Would the parties justify increases on the basis of specific work rule changes which 
would make the plant more efficient? (A classic example of a work rules change that saved the 
employer enormous sums of money was the agreement by Railroad Workers to allow trains to run 
without a fireman aboard. Firemen had become essentially obsolete with the introduction of 
diesel engines, and the contractual requirement that one be aboard every train kept labor costs 
high for the railroads). Where work rules are changed, CLC would like the following inf orma- . 
tion: . . 

Were these the result of new contract language? 

What rules were changed and when are they effective? 

What percentage of the work force is affected by the changes? 

Can the parties calculate the anticipated cost savings? 

If" so, have them include calculations. What does this treinslate bo in cents/hour 
or percentage terms? 

How does this cost savings relate to the increases negotiated? 

Are there intangibles either given or taken away that should be considered? (e.g. -. 
Is there a job security clause or a clause requiring improvements in working condi- 
tions in the contract)? ." " . 

• Unless a cost savings was clearly stated and proven and at least matched the increase 
given, the Pay Board rarely allowed 201.30 relief above T^. 

L, Productivity Increases: (item 9, S-102E) 

V/hen the firm claims that increased productivity justifies wage increases the follow- 
*ing issues should be developed: 

a) Does the firm or union have calculations showing the productivity increase? If 
so obtain a copy. 

b) Can the parties demonstrate that productivity^ increases are not due to changed; 

. methods or procedures or to new machinery? If such variables are present, how has 
the firm removed them from its calculations? 

.Since it was so difficult to qualify for a productivity incentive plan (Section 
201, 6l), the Pay Board a.llowed credits above the standard for increases in productivity. How-; 
.ever, it should be remembered that the 5.5^ general standard has a productivity factor built. . 
into it. For this reason, the .Board required cases based on productivity to start from "ground 

zero"- If_the....par±ies..co.uld ..only...,, demonst rat .^^^^^ this was not • 

' ■ ^•^'^"cient to allow increases above the standard, unless productivity couid be' combilTed^'Witfi*^ 
.CDI/^"' considerations, such as catch-up. Further, the Board required a demonstration that pro- 
^^^^.vity increases were due to increased worker productivity and not to improved methods or ■ 



machinery. 



Productivity is such a complex issue, that it will in most cases require a detailed 
study by labor economists at CLC. 

However, as a rule of thumb, when exploring this issue, it is normally possible to 
predict that where the decrease in unit labor cost was less than the portion of the pay increase 
attributed to productivity, productivity gains were not the sole reason for the size of the pay 
increase, and the other reasons should be discovered, and compared to other possible exceptions. 

On the other hand, where the decrease in unit labor cost far exceeds the negotiated 
pay increase, it is probable that the productivity calculations are speculative or based on 
faulty assumptions. In such cases these calculations should be closely scrutinized. 

M. Small Business Exemption 

The Pay Board asked CLC for guidance about when exceptions should be allowed for 
"near misses" on the Small Business Exemption. CLC is supposed to have replied "never^\ We 
are not aware of any exceptions to the definitions of small business ever being granted for 
reasons of hardship, inequity, or any other reason. 

Thus, if any employer claims to be "almost exempt" bec^ause he has 6l employees, five 
of whom are part-time, or has sold a plant and now has only 23 employees, although he formerly 
had 65 > this is not grounds for exception. 

1.38 Governmental Wage Determii.ation 

This exception was designed to prevent disruption of historical relationships between 
employees in the same unit, when some of the employees in the unit are granted increases per- 
mitted under Section' 201 . 60( f) , which are required by state or- federal laws requiring certain 
wage rates for work performed under contract with the government. 

These wage rates are set by the Department of Labor under various law^. The most 
common of these are the Davis-Bacon Act (for construction work), the Walsh Healey Public Con- 
tracts Act (for suppliers of goods), the Service Contract Act (for suppliers of services). In 
addition, ^orty states have provisions similar to these acts. 

Most governmental wage determinations are based on prevailing rates in the area in 
which the work is to be done. 

1.381 Procedure 

When a state or federal contract is awarded, the contracting agency is required to 
send the wage determination to the firm, usually as an attachment to the contract. If this 
exception is claimed, a copy of the determination should be available for inspection. 

1.382 Limitation 

The exception may only be used to bring employees not covered by the determination up 
to levels sufficient to maintain their historical differential with those covered by the deter- 
mination. 

In addition: 

a) All of. the 5-5^ available to the unit must be used before the exception comes into 
play. ' ' . 

b) The employees must be employed at the same plant, job site, or location as the 
other employees in .the unit. : > 

c) The employees must be employees of' the contractor, not of the state government." 

d) The historic differential must be computed. 
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IRS Control Number 





HISTORICAL COMPARABILITY {In Straight time rates)? 

(a) Did Increase, negotiated or put Into effect, follow other Increases In the sam employer, Industry, union, or 
local Utor market area? - — 

(b) Has there historically been a comparable re1atio>ish1p between these general rates and those prevailing In the 
general area, Industry, or other plants within t.ip Same Industry? 

(cl 
Id) 

(t) 



If so, were those other related Increases apor' <ied by the IRS, Pay Board, or COLC? ---- 

(If pre-freeze agreements, olease specify, notu effective dates, and whether challenges have been filed.) 

How many contracts (involving how many worliers) are paying these rates? Number of contracts 



Total nufflber of-workers . 



Uhat is the tyoe of relationship clainied: same emoloyer. same union, saine plant, same labor market area, same 
Industry, etc.? 

Provide a listing of other Appropriate Employee Units with wage and/or benefit structures comparable to those of 
this AEU: Provide also the name(s) of the employer(s); the nuniber(s) and name(s) of the local unlon(s): the 
locatlon(s) of the AEU(s): and the number of employees in each AEU. 



YES 
[] 

[] 
[] 



NO 
[] 

a. 
[] 



NOTE : Be sure to provide both the present and past two contracts for both the requested and related increases. 



If "Tandem" or wage comparability is claimed, also ccrrplete the chart In Worksheet - Tandem Exception, Form S-IQEA. Also 
show the avirage straight-time wage for both units. 



NEWLY ESTABLISHED '.OMPARABILlTY (In straight time rates) 

Arc these Increases intended to bring the subject rates up to tho^e currently being paid for comparable Jobs 

In the area, employer. Industry or union? — — * - - - - 

If "Yes," obtain the rates for the jobs in this unit and the comparable Jobs for the last five years or two full 
contract periods, whichever. is greater. Identify source(s) of data. 

If applicable, was the adjustment for supervisory or salaried personnel necessary to Maintain the historical differential 
between this unit and other employees within the same olant (who are beinq paid pursuant to existing, non-cha11eng«d or 
approved contracts)? - Z. ■ 

If "Yes" show in an attached schedule the historical five-year pattern of the straight tin* differentials both in 
percentage and cents per-hour terms, and the average for the entire five-year period, or any other method that 
shows provision for equitable treatment,., between the two employee units. If amount requested Is more than the 
five-year average, attach additional Justification for the additional amount. 

Is tlils considered a "oackage tandem" case? - — 

NOTE: "Package Tandem" - often in negotiating contracts, various eirployee units will negotiate varying Increases; 
however, over the period of the contract, the total contract cost will be the same in the cents-per-hour increases. 
While this is not tandem according to regulations. It is something that the COLC may want to consider in 
reviewing the wage increase. 

If "Yes," complete and attach a schedule showing all wage and benefit increases for the last five years or two 
full contract periods, whichever is greater, with an explanation or Justi fication of why the differing amount' 
and/or timing of the Increases was negotiated and the dollar amount of the contract settlement (broken down 
into wages and qualified benefits). 



Did the case involve a "new plant" situatior where: 

'(a) "Tandem" cannot be demonstrated for the required period of time, or — - 

(b) Initial rates were established lower than those for comparable Jobs in order to allow the firm to establUh 
itself (this should be fully documented), or company set low rates initiall/ and then the eflvloyees were 
unionized, or — . 

(c) Are .these rates above or below rates for comparable Jobs within the Industry or labor market area? 

If "Yes," explain and document. 



[] ■ [] 
[] [] 



Did parties claim exception on the basis of changes in work-rules? If so, provide the following information as 
necessary. 



(a) The '•esults of new contract language? 

(b) Wh1';h rules were chanqed and when are (were) they effective? 

(c) Any new or revised "Job security" clauses In the contract? 

(d) The percentage of the work force. affected by the changes? 

(e) Can the parties calculate the anticipated cost savings? What does this translate to in cents/hour or 
percentage tenns? Show these calculations. 



[] [] 



Fern 8-102E T«tt 13-73) 



Dip««H«Mt ef lh« f rMawv • Imanial iiww i i Straioe 



7. Old the ii«rties cldim etceptlnn on the bdSis th.)t Mage incredtes were neceiitdry to retdin essential employees? 
If $0, provide th« (nrormitlon In Workihcet 5-102C. 

B. Here the economic terms of the contract agreed to at a different date from the date of the signing of the contract? 

If "Yes," attach a copy of the .Temorandum of understanding or other evidence of earlier agreement 
of the economic terms of the contract. 

9. Are there any otfvr special circumstance? or enultJbk' consliJerdtfons thrtt wrould tend tn either suoport or not support 
the Increase In question: Include such considerations as cost of living, changes In Productivity, certification 
proceedings, gross Inequities and hardships not otherwise enur«raied. , 

If "Yes," attach supporting schedule and explain. 



Fern S-102E (3-73) 
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1.39 Cost of Living Allowance (S-102H) 



This is really a special computation method tied to a determination of "generally 



accepted escalator formula". (See discussion in Chapter III) 



(PB Ruling 1973-1) 

This should be shown as: 

(1) used by a major industry before 1972; and 

(2) calculated by the same method; or 

(3) low-probably no more than 10 cents 

Adjustment possible during year under any known circumstances. 



1.391 "Generally Accepted Escalator Formula 



M 




Cost of Living Allowance Worksheet - Section 201.64(a) 



Employer's or Association's Legal Name 


COLC Control Numbi&r 


.DHt« 




IRS Control Number 





1. Provide a copy of the cost of (iviny formufa in effect during t^e control year listed In Part it with this submission. 
,2. List the cosi of living allowances during the control year. 



Effective date 
of adjustment 

(a) 



Number of months during 
the control year that the 
adjustment vwil) be in 
effect 

lb) 



Col. (b) divided 
by 12 (rounded 
to 1 decimal 
place) 

(c} 



Amount of 
adjustment 

(d} 



Adjusted amount 
of increases 
(Col. (c) times 
Col. (d)) 

{e| 



Enter adjusted amounts from Column (e) onto line 20 of Form PB-3 or line 22 of form PB-3A. 



Form S*102H Test (3-73) 



'■. Department of the Treasury - internal Revenue Service 
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l,h DEFERRED. INCREASES (S 201*35) 



Introduction 

(1) The announcement of the 90-day wage, price, and rent freeze on August 15, 1971>. 
interrupted scheduled increases provided for in contracts or pay practices. Where a contract- 
ual commitment existed to pay wage or salary increase, the employees, in anticipation of the 
scheduled increases may have incurred financial obligations. A parallel, though less clearly 
defined commitment, exists for certain increases scheduled pursuant to pay prav:tices. 

(2) Definitions 

"Deferred increases" -increases effective after November 13, 1971* for which a 
conmiitment was made prior to November li+, 1971- 

"Existing contract" - commitment was contained in a collective bargaining agreement . 
effective before November 1^} , 1971. 

"Pay practice .previously set forth" - commitment was established before November lU, 
1971 » to pay increases after November 13, 1971* pursuant to a pay practice. 

Existing contracts and pay practices previously set forth are allowed to operate 
•anrordir.g to their terms subject to certain challenge, review and reporting procedures. 



(3) Effect on Wa^e and Salary Standard 

Deferred increases may be paid without regard to the general wage and salary standard 
unless "unreaspnaliiy inconsistent" v:ith the criteria set forth in section 203(b) of the Act and 
the standards and exceptions established by the Pay Board. 

Pay practices previously set forth and existing contracts may operate without regard 
to general wage and salary standard until the commitment which was established prior to Novem- 
ber lU , I97I1 is modified or terminated. The commitment contained in an existing contract will 
usually be terminated when the contract expires. A pay practice previously set forth "termi- 
nates" when the commitment is modified j either by increasing the amount or by changing the 
administration of the pay practice from that which existed when the commitment was made. In- 
creases paid pursuant to. pay practices previously set forth may receive treatment as "deferred 
increases" only for control year beginning prior to November lU, 1972. 

-l.i+2 . Existing Contracts - ^ 

(1) General * 

An employment contract in existence prior to November ih ^ 1971 is identified by a ■• 
written instrument including all terms and conditions of employment negotiated and signed by 
both employer and union (or employee) prior to November lU, 1971. . If the negotiations on non- 
economic terms (working conditions) have not been concluded, but economic terms were signed 
prior to November lU, 1971 > the contract is still considered complete. 

(2) Arbitration 

Where a dispute has been handed over to an arbitrator for a decision, the arbitrator's 
decision must have been hsinded down before November 13, 1971 > in order for the decision to 
stand as part of an existing contract. 

(3) Wage and Benefit Reopeners - 

Increases negotiated after November lU, 1971 > pursuant to certain wage and fringe 
benefit re-opening provisions are deemed to be pursuant to a contract which existed prior to 
November lU, 1971, if the following criteria are met. 

a) re-opening provision was specifically agreed to or incorporated in a contract prior 
; to August 15, 1971. 

b) re-opening provision established a given date for re-opeuing. 

Cl\lv> c) such contract provided for specified termination other than by operation of the re- 
\^—"^ opening-provision. 



(h) Merit Plans in Contracts in Effect Prior to November li| , 1971 



Merit plans contained in employment contracts which were in effect prior to l November 
lU, 1971* are allowed to operate according to their tisrms subject to possible challenge and 
review. The merit plan uiust either be contained in the contract or included by reference for. 
the duration of the contract. The merit plan must be sufficiently defined, to provide docu- 
mentation that subsequent increases are being made in accordance with the terms of the merit 
plan. 

1.^3 Pay Practi'ien Previously Sot. Forth 

1. Introduction 

A pay practice is considered to be previously set forth' only if it can be docuiiientated 
that prior to [November , 1971* an adjustment to wages and salaries, or in the case of the 
merit plan, the aggregate amount to be expended was: 

(a) decided finally and formally in accordance with established procedures and 

(b) communicated to the management personnel responsible for implementing the pay 
adjustment or to the employees affected. 

Although the pay practice does not have to be reduced to writing the amount of the 
wage and salary increases must be document ated. It must be demonstrated that the employer 
committed himself prior to November l4, 197i> to an amount of money to be spent on increases 
and that the employer did not retain significant discretion to vary the amount. The regula- • 
tions do not require that the employer grant increases equal to his total commitment, but he 
may tiot increase or exceed this commitment without having the "pay practice previously set 
forth" expire,. . • 

2. Expiration of a Pay Practice Previously Set Forth 

Merit plans which were pay practices previously set forth, as well as other pay prac- 
tices previously set forth, are subject to the general wage ajid salary standard for all control 
years beginning after Kovember 13, 1972. Merit plans which qualify as pay practices previously 
set. forth are deemed to expire on the day before the effective date of any changes in the merit 
plan, including: 

(a) Any increase or changes in the rate or rate ranges from those in effect on Novem- 

: -".ber 13, -1971. ■ ' ■ ' 



(b) An increase in the aggregate amcont to be expended for merit increases above the 
aggregate amount determined prior to November 1^+, 1971. 

(c) A change in the Job classifications to which the rates or rate ranges apply. 

(d) A change in the terms or conditions of the plan with respect to any Job classifi- 
cation to which it applies or a change in the policy for determining the size and 
frequency of merit pay adjustments or a change in the administrative controls. 

l,hk Expiration of Deferred Treatment * 



If a pay practice previously set forth terminates, or an existing contract expires 
during a control year, the appropriate employee unit may receive for the remaining of the con- 
trol year only the excess, if any between,, .(aj the increase that would otherwise be permissible 

under ^^t^^ applicable exceptions, and (b) the amount of increases paid during — 

the control year pursuant to the existing contract or pay practice previously set forth. 

1.5 - STATE AND LOCAL GOVERNMENT (SUBPART K) 

In general, pay adjustments affecting employees of state and local governments are 
subject to the same regulations which apply to pay adjustments of private sector employees. In 
recognition of certain unique compensation practices in the public sector, the Committee on 
O nd Local Government Cooperation submitted recommendations to the Pay Board concerning 

cation and modification of the regulations. After consideration of these recommendations-. 



•the Pay Board adopted regualtions (set forth in Subpart H) concerning compensation practices 
unique to the public sector. " 

The regulations establish guidelines and procedures for pay adjustments affecting 
employees of local governments which are mandated by a State, pay adjustments affecting certain 
..public officials, and a modification of the definition of a '*qualif ied*' pension or retirement 
plan for piu-poses of the qualified benefits standard. 



1.51 Exception for Frozen Employees (8 201.9^) 



A common practice of state and local goverriments is to legislate prohibitions against 
salary increases for public officials while they hold office, or against increases except at 
certain specified intervals such as every two years or four years, etc. The Pay Board, recog- 
nising the fact that such laws often hold salaries at unreasonably low levels, permitted in- 
creases in excess of 5 '5% under certain conditions. 

1.511 Requirements (Eligibility) 

(a) The employee must be an elected or appointed official. 

(b) He must not be included in an employee uiiit which contains employees whose sala- 
ries are not frozen. 

(c) The lav of the jurisdiction must have prohibited the increase for more than 12 
months. 

(d) The law must be a specific prohibition which establishes an ascertainable period 
of time for the prohibition. The fact that pay adjustments must be approved by 
a legislature and the legislature has not acted for several years is not suffi- 
cient. 

(e) Wages and salaries for these employees (other than fringe benefits) must not have 
been increased during the prohibition period. 



1.512 Requirements. (Computation) ' 

(a) Base compensation is determined- in accordance with the unit's customary practice - 
in terms of weekly ,'iaonthly and annual salary, etc. » (not necessarily hourly), 
but must include all the elements of the BCR as defined in the computation regu- ■ 
lations. 

(b) The base compensation rate determined above is multiplied X ^.5^ for each year., of 
the prohibited period (uncompounded)', or portion thereof, less fringe benefit 
increases. The result is the dollar increase allowed in the control year. 

1.513 Qualified Public Employee Benefit Plans - designed to allow 201.59 treatment for public 
pension plans . ^ 

1. Requirements' (Eligibility ) . = 

— (a) law must require a trust , or 

(b) require money be used as premiums or invested for employee retirement plans 
or bonds , or 

(c) require funds be otherwise permanently set aside for deferred compensation. 

(d) A third party fiduciary is not required. 

.:. * (e) Funds must remain identifiable, and be subject to accounting procedures.- 

■ ■ (f) A plan does not qualify if paid to_ a general fund for later disbursement to 

beneficiaries. • 

2. Requirements - Computation 

* This is done in the same manner as in Section 201.59. 

I.51U State Mandated Pay Adjustment 

This is designed to permit policy body consideration when state and federal interests 
conflict by classification, of these adjustments as Category I, - 



(a) Definition: a pay ' adjustment 'mandated (ordered) by a legislative or administrative: 
body of- state government, or by the action of an agency of a state government. It must cover 
local government emjjloyees, not state employees. 

• (b) Requirements: a) The Pay Board required these pay adjustments to be'prenotif ied. 
Ti^'?e^*=»r,uirement did not apply in Phase III. However, where the mandated adjustment applies • 
tgj^^-fects 5,000 employees or more, it must be reported to COLC. ' 



(c) Computation: For reporting purposes the increase may be computed by subtracting! 
the previously mandated rate from the mandated rate that will be in effect when the adjustment 
is implemented (the fact that the real wages of employees affected may be higher is not re- 
quired to be included in the computation). The increase may be stated in terms of annual or 
monthly rates, etc., in accordance with the State's customary practice. 
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Chapter II 



i WAGE & SAIARY INVESTIGATION WORKSHEET S-102 

I 2.1 INTRODUCTION 

To accomplish our mission of encouraging and achieving the highest possible degree of 
voluntary compliance , emphasis will "be placed on quality and in-depth examina- 
tions of all types of firms to Insure compliance with the Economic Stabilization Program. 
In order to establish and maintain an effective and balanced compliance program, we have 
developed a nationwide wage and pay compliance monitoring program. The program will be 
designed to determine compliance during Phase II and to gather intelligence data on the 
willingness of firm.*? to comply with the voluntary aspects of controls during Phase III & 
IV. This will be an on going program and will require a significant effort. 

\ The objectives of the Wage and Salary Compliance Monitoring Program will be to: 

1. Examine as many firms as possible within manpower constraints in order to maintain 
a high degree of voluntary compliance. 

2. Establish ah effective and balanced nationwide . compliance program in the wage and 
salary area. 

3. Gather intelligence data on known or probable areas of non-compliance. 

2.12 Where are the Cases Coming From? 

Initially a sample of approximately 200 firms will be selected for intensive examina- 
tions. The sample will be selected by the Office of Compliance and Enforcement, Cost of 
Living Council from various data bases. From this initial survey we expect to develop 
areas of known or probably non-compliance for which our "sticks in the closet" can be direc- 
ted. We also feel the examinations will provide the public with greater visibility of our 
program which in itself will foster voluntary compliance. 

The sample selection involves the use of Pay Board Phase II files for one group of 
firms to be investigated, and the News Front Data Base for the second group to provide 
diversity and randomness to the total list. 

2.2 THE ASSIGNMENT 



Stabilization Compliance Investigations (SCI's) are full compliance contacts to deter- 
mine whether there have been any violations of the Pay Stabilization Regulations. The Form 
S-71 will indicate a specified assignment to be investigated. 

Become familiar with the infortnation furnished in the assignment. The specific 
instructions included with the investigation request and the Regulations involved should also 
be reviewed . 

Contact a responsible officer of the firm and identify yourself. Make it clear that 
you are investigating the firm's compliance with the Economic Stabilization Program and 
that this examination of the firm's books and records is not related to an audit of the 
firm's Federal tax liability. This is Important because IRC 7605(b) provides that ordinarily 
a taxpayer's books and records can only be inspected once each tax year for matters relating 
to tax compliance. 

If your authority is questioned, refer to the Economic Stabilization Act of 1970 (P.L. 
91-379; 84 Stat. 799), as amended. Executive Order 11627 dated October 15, 1972, and 
Executive Order 11695, dated January 11, 1973, as your authority. Personal conduct should 
be the same as during a tax iuvestigation. Remember, you are a fact-finder and cannot commit 
the Government to any particular legal action when dealing with an alleged violator. Never 
express any opinion indicating prejudice or preconception. If you are uncertain as to the 
Interpretation of a particular Regulation, seek the advice of knowledgeable technical 
personnel. Answer question only when you are sure you are correct. 

ERIC 



2.21 The Initial Contact 



When the firm is first contacted, determine whether it is subject to the Stabilization 
Regulations. If the firm is now exempt and the investigation involves periods after the 
firm was exempted from the Program, close the investigation with a statement to this 
effect. 

Initially, determine if the firm is currently in or about to enter labor negotiations. 

If so, the investigation is -to be close out and a report" on. the status of negotiations , indicat- 
ing the probably completion date is to be submitted. You should in no way interfere with 
the collective bargaining process. 

Under Phase II regulations, companies were required to submit requests for exceptions 
for increases in excess of the general wage and salary standard and to await the decision 
and orcli^r of the . Pay Board prior to putting any excesses into effect. In certain instances, - 
some of these requests for exception were denied even though there was strong representa- 
tions on the part of the company and the appropriate employee unit (or union) identifying 
reasons why some percent higher than the general wage and salary standard should be given. 
Often the differences between the percentage requested and the percentage granted were 
excessively large, thus possibly creating great pressures on the part of both the company 
and the appropriate employee unit to perhaps make these payments at the end of Phase II 
and the beginning of Phase III. Therefore, it is proposed to utilize the Pay Board's computer 
data base and initially identify those companies wherein the percentage requested and the 
percentage granted is in excess of 10 percent. In these companies it is believed that there 
may have been great upward pressure on the part of either the company or the appropriate 
employee unit to either make an additional payment or grant some other kind of increase ■ 
during the transition period following Phase II, Also, it is believed there may be an 
inclination on the part of some of these companies to give excessively large increases under 
the voluntary compliance activities of Phase III. Hence, these companies would appear to 
represent a good "first cut" target for this compliance activity. 

To make sure that we are not overly .aggressive vith respect to companies that have 
voluntarily submitted Forms PB 1, 2 or 3 under Phase II, we propose to access the News Front 
computer data base of 25,000 companies and select additional companies of approximately the 
same size, in the same business, and in the same geographical location as the companies being 
-selected- -from -the-Pay-Board-s-data-base. This additional selection of companies will provide 
a further cross check of similar sized companies to again determine their compliance under 
Phase II regulations and under the Phase III voluntary wage and price guidelines. 

2.22 Who will make the examinations? 

To ensure proper execution of an efficient Wage and Salary Compliance Monitoring Pro- 
gram, it is important that all examining personnel have a knowledge of the Economic 
Stabilization regulations. In this respect, pay specialists skilled in wage investigations 
and with specialized training in the technical aspects of the Pay Board regulations will 
examine the larger firms and those containing controversial or complex issues and assist 
nonspecialis ts in wage investigations where such assistance is requested. When nonspecialists 
are used it is important that these individuals are aware that pay specialists are available 
for assistance during the investigation. 

2.3 INTRODUCTION TO THE S-102 

2.31 General 

(a) As a means of standardizing the investigative methods and to insure that the 
body of data gathered in each case is adequate for a firm determination of compliance or 
lack of compliance. Form S- 14 Compliance Investigation Summary - Wage and Salary will be 
"used as the main audit tool of the investigation. This Summary, together with its schedules, 
will be used with the PB-3 or PB-3A form to.- determine the amount of wage and salary increase 
given, and if the increase is over the general wage and salary standard, the reason or 
reasons for the exception. 



(b) A complete and thorough investigation is required. Many of the firms that will- 
be investigated are very knowledgeable of the Regulations and some may have developed 
sophisticated systems to cope with the Regulations, 

2.32 Conduct of Investigation 

(a) Control Year 

Investigations should be confined to the current control year for the appropriate 
employee unit under section 201.53 of the regulations. 

(b) Decision and Orders 

Determine if the company has received determination, interpretation or decision and 
order covering the current control year from IRS or Pay Board and ±f the company is in 
compliance with the decision. If ithe company is in compliance with the decision, the survey 
should be terminated. Parts I, II and III 7a and 7b of Form S-102 should be completed and 
a PB-3 or PB-3A whiche verbis appropriate included in the case file. 

If the company is not in compliance with the decision Parts I, II and III 8a and 8b 
of Form S-102 should be completed and a PB-3 included in the case file. In such cases ^ 
indicate the reasons for noncompliance and make a recommendation pertaining to the propriety 
.'of a challenge under Subpart J Part 130 of the Cost of Living Council regulations. 

(c) No Outstanding Decision 

■ By use of a PB-3 or PB-3A whichever is appropriate, determine if the company is in 
compliance with the Wage and Salary guidelines. 

If the company is within the wage and salary guidelines, the investigation should be 
terminated. Parts I, II and III 7a and 7b of Form S-102 should be completed and a copy 
of the PB-3 or PB-3A included in the case file. 

If it is determined that the company is not in compliance with the wage and salary 
guideline, all parts of the S-102 should be completed and a PB-3 included in the case file. 

In such cases, indicate the reason for non-compliance and make a recommendation pertain- 
ing to the property of a challenge under Subpart J Part 130 of the Cost of Living Council 
regulations. 



] 




Economic Stabilisation Piwiivn 

Compllanca Invaatlgatfon Summary 'Wagaa and Satorlaa 



COlC Control No. 



tRS Control Wo. 



Identlflcitlon 



Mindatory Sector [J 



Stlf Administered Sector [J 



Employtr or 
Association 



Parant Cotppany 



a. legal and trade name (If any) 



b. Cmployir Idinti f tcation Nuntir (IRS) 



c. Address (nuirter, street, city or totvn, State and ZIP code) 



d. Individual In company or association to be contacted for further Information 



e! Telephone (area code and number) 



a. Name, local number and national affiliation 



.1 

Union 



b. Address (numter, street, city or town, State and ZIP code) 



c. Individual In union to be contacted for further InfonMtlon 



d. Telephone (area code and number) 



a. Date contract was signed 



d. Date of f<rst adiuslment provided for 
under the contract. 



b. Duration of contract: 

From; To: 



c. Control Year 
12 3 4 



From: 
To: 



Contract Data 



e.. Mere the economU terms agreed to at « different time from the date 
of the signing of the contrect? Yes [J No CJ 

(If yes attach memorandum of understanding or other evidence or earlier 
aareement of economic terms.) 





f. Mote: Be sure to attach a copy of the current and 


two prior contract agreements. 


Part II .>ployee Unit Involved 




5 

Aporoprlate 
Employee Unit V 


a. Appropriate Employee Unit 
(Specify Type) 


b. Industry 
Code 


c. Principal service 
product or activity 


d. Category 


e. No. of Employees 

1/1 Unit 


f. Has the appropriate employee unit Involved been changed since the last filing or m 
dispute the determination of the appropriate employee unit? (If yes, explain)? 


thin the past twelve months or does the I.R.S. 
res £7 No 


« 

Previous 
Filing 


During the last 12 months, has a form covering any of the enolovees covered by this reoort been filed with the Internal 
Revenue Service, the Pay Board or COU? 

a. Yes l~7 b. No ' n c. IRS control number from previous case 

d. Pay Board or COLC case number from previous case 

e. Has a decision and order been Issued? Yes CJ (Attach copy) No CJ 



Part III - Findings and Recofflnendatlons 



7 

Total 
Adjustment 



a. Total Control Year Adjustment Chargeable Against Wage Standard 
(Line 39 on PBO or Line 29 on PB-3A) 



b. Source of date CJ PB-3A £7' (Enclose copy) 





If 11ne-7 a 


Is In excess of S.SS check the appropriate column and complete e 


Claimed 


Ouallfled 




the applicable worksheets. 




Tir- 




no 




Worksheet 

Form„ 
Nuater 


Subject 


Regulations 
Section 








8 

Worksheet 
Selection 


S-102A 


Tand«n Wage RelationsMp 


201.12 








S>1026 


Tandem Qualified Benefit Relationship 


201.13 








■ MOZc 


Essential EA^loyees 


201.14 










S-I020 


Intre-Unit Inequities 


201.18 










S-102E 


Case'byCese Determination of Exceptions 


201.30 










S-102F 


Wage Reopener Provisions 


201.35(c) 










S-102G 


Qualified Benefits Standard 


201. S9 










5-102H 


Cost of living Allowance 


'20i.«i(a) 










5.1021 


State and Local Governments 


Subpart H 












Other [Specify) 














other (Specify) 
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Fen>, t-102 TMt (3-73) 



Oe«eriM«it ef the Tfeaenty • Intenel ReveMie lenriee 



CMCMtlvt and 
CoMpansatlon 
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S?!I/'^»I!*T'®^fr*.^^"x*^'®" prictirt Includt my prcvUloni for Irctntlvt cofp<n$«t1on 
Si!5J;.}J2^i opt oni. fic) or iny othtr virUbU compensation (tUti plins. comisilons. or 
prOdMCtton InctnlJvt progr^/tij)? 

illJJfl??''^''*^*^?*^!*!! ^J"^" CanpH«nc« Invtstlgatlon Worksheet - E«.l >t1v« ind Vir libit 
compensation, and InciuM with cist f Ht. ) 



i«> no 

□ □ 



Invtitigitors conwnts iRefer to joniicabie itew number, whin appropriite. !f (BorTTp ice U needed. 
continue below or attach additlonrtl sheets.) 



Part IV • Closing InfonMtion 



11. e. Nam of Investigator (Please print) 


12. a. Nine of Reviewer 


b. TiMt required to complate Investigation (Hours) 


b. DaU 


C. Telephone NuMber 


d. Date 



Hm S-102 Teat (3-73) 



ERIC 



T«nd«m W«g« Relationship WorkthMt - Section 201.12 



Einployer's or Association') Legal Nam 


COLC Control Nuirl^r 


Date 




IPS Control Nuirter 





If « t«ndtin relitlonshlp 1i clilmtd with thin one unit, provide the dit« requeited below for all luch units. 
If this Sheet Is beinq used for wage comparability under Section 201.30, check box. [] 
1, Identify the leader unit to which vou are cUlir.Ing i tandem rclfit1fir,:h1p, 

Nttfre of Company ] ^ , 



Location of Unit 

Name I Type of Eirployees^ 



Industry_ 



National and Local Union with which employer negotiated (If any)_ 



2. Has the leader's adJustwnt been approved by the Internal Revenue Service, the Pay Board or COLC ■ 

Is there a pending case? «. - - 

If yes, provide case number . 



Do not 






know 


Yes 


No 


[] 


r] 


[] 


[] 


[] 


[] 



3, What was the waqe rate Increase of the leader unit for the control year? 

4. la) Give the effective oate for the increase of the leader unit 

lb) .Gl*e the effer.tWe date for the increase of the follower unit 



. cents per hour 



(c) Old the wage &nd salary Increase of the leader unit become effective not more than six months before the 
proposed effective date cf the wage and salary increase here requested - 



(a) If basedcn pay practices , has the tandem relationship been established for the prior five 
consecutive years? «.» - 



ib) If based on eirp?oytrent contracts, has the tandem relationship been established in the inmedlately 
preceding two consecutive bargaining agreements? • 

(c) If no, explain why the tandem relai 
consecutive bargaining agreements?- 



[] 
[] 



ihlp has not existed for the prior five consecutive years or the preceding two 



[] 



[] 
[] 

[] 



List the effective dates and the arounts (in cents per hour) of all waqe and salary increases for both the applicant unit ind the leader unit 
during the two prior contract periods orriuring the prior five consecutive years of pay practices. If the Increases were bised on cOntMctf, 
•ISO Indicate the effective dates of the contracts. 

If these are differential increases by Job category, attach an additional sheet snowing the Increases for each category. 

Leader Unit 



Applicant Unit 
Effective dates 



Cents per hour ^ 



Effective dates 



Cents per hour y 



7. If claiming tandem or waqe comparability, suooly the current and two prior contracts for both the leader ind follower unit. 

^ If the contract or pay practice provided for wage Increases specified in percentages, give the percentages specified and Indicat* what ««l 
used as the base. 

» T^.Af-kiit DepartMnt el Um TreMirv • liiiMial NevenM lanric* 

Fom S— lOZA TStl \>73) 



Tand«m Qualifiad Benefit Relationship Worksheet - Section 201.13 



employer's or As^ocUtfon'S le()ft\ Kaiw 


tOLC Control Number 


Date 




IRS Control Number 





TO THE EXTENT THAT THE LEAOffi UNIT HAS OFFSET ITS CHARGEABLE QUALIFIED BENEFIT COST AGAINST THE GENERAL WAGE AND SALARY STANDARD, THE COST OF 
LIVIW COUNCIL OR ITS OELEllATE MAY REQUIRE THE FOLLOWER UNIT TO T)0 ThF SAME. 

U « tandem rtUtionShIp Is claimed with rnon than one uriti Provide the data rtqucsted below for «11 luch units. 

1. Identify th« leader unit to which l tAndrm r»»Uf;1on<h1o U clalrod. 

Namt of Company ' 

Locatlc: cf l';^it_ [ Industry 

Number & Type of Eipployees \ ' 



National and Local Union with which employer negotldted contract (If *ny)_ 



2. Has the leader's idjustwnt been approved by the Internal Revenue Service, the Pay Board or COLC? 
a) Is there a pending" esse? - - 



Do not 






know 


Yes 


No 


. [] 






• [3 . 


C] 


[] 



If yes. provide case number. 



3. (a) Effective d"ate(s) of th« Improvement In qualified benefits of the leader unit 



(b) Proposed effective date(s) of the Increase of Qualified benefits for the apphcAnt unit 



(c) Is the Proposed effective date(s) of the Increase for the aopllcant unit within 12 months of the effective d«te(s) 

of the Increase given the leider unit? !...-!-......!..... [] [] 

4. Provide a copy of the full text of both the present and the proposed new qualified benefit plans for the aopl leant unit 
and the unit to which a tandem relationship is claimed. apwucani unic 

2?*^ '^P* °^ qualified benefit increases received by both the leader unit and the applicant unit during 

the two fnwediately preceding contract periods or •he prior five consecutive years of pay practices, -nwiicani. un.ii aunng 

, J—. Applicant Unit .^-^^ Leader < jnU 

Effective dates Type & TeveT of benefit Effective da tes Type & level of beneHt 



6. ShOM the percentage, if any, of Increased qualified benefit of the leader unit which was charged against the General Wage and Salary 
Standard, ^ t 

7. Snow the total chargeable adjustment of the leader unit, ^ X 



Forni S-102B Test Depaitment ol iht TreasMiV • Internal fiavenua Sarvice 



EmntM Emptoym WorkshMt — ••ction 201.14 

iFoi Iho Cuntiol Van LiMtrd in Pii| M.) 



EMploytr's or Associatton's Lcqil N«ine 


COIC Control Numbtr 


' Oitt 




IRS Control Nuwbtr 





If this workshett Is htinq ustd to suoport locallred shorttqti Of labor undtr Stctlon 201,30. ch«a box. [} 

1. Idtntify th« job clisslf1c«t1on{s) which »*r« considtrtd tssentia). 
t) T1 tit ind function, 

b) How many jobs (filled and vacant) e*1sttd In tht tsstntltl unploytts cat«9ory(1ii) at t^e time(s) of tht w^g* ratt adjustimnts? 

c) How many of thtse jobs art now vacant? Yts No 

d) Have fund; been tl located or budgeted to Pay for thtst positions for tht vtar undtr consideration? [} t] 

If nc, t*ela»f», 

2. Why wvfP these emoloytts essential to you? 

3.. Indicate tht nufiter of vacancies In the essential employees cla»s1f1catlon(i) is t proportion of tht jobs In thit (thou) claiilflMtlon(i) : 
i) At the time of the wane rate adjustments X ^) Three months earlier l 

b) One (wnth tarlltr ^ •) One year earlier » 

c) Two months earlier t .0 At other tlmts, If rtltvtnt! Oatt % 

I 

^ t 

4, What were the turnover rate* per 100 employees In the entire appropriate e(nploye« unit; 

a) At the tine of tne wage rage adjustments \ ^) Three month* earlier 

b) One month earlier •) One year earlier 

c) Two ronth: wrller > At other tliwi. If reltvanti Datt 



5, Indicate efforts during the three months orlor to thf wage rate flrijukLn-'nt lo recruit these essential employees. 

a) Were advertisements placed In newspapers or trade journals? " ' * ' 

tr t£S. attach coDles if available, 
(b) were the servlcts of the State Eipploywwt Strvlct utiliztd? tl 

c) Wert' trade and vocatlonit ichooli conttcted? • ' 

d) If yei to any of tht above, wtrt qualified wtjrlieri attracted or referred as a result? ' 

Utre any of then hired?—- " ' ' ' 

If no, tJrplafn why not, 

t) Other rtcrultlnfl efforts (dtscrib* In dettll) 

6, Were there any significant changes (during th« past three iwnths or so) In other conditions of twploy^nt ^ 

rtlated to tht jobs that fonwi tr-.i t".*.'. Itr- t^.!; :.-:c;t*5r7 

If yes. describe the changes. 

7, (a) What was the average striight-tlme hourly w^ge rate paid worlitri In tht tistntlal traloytci cUislflcttlond) 

during the base payroll period? I 

What tf^t av-i-aoe straloht-tlme hourly incrtase rut into effect for these workers (in cents per hour)? $ 



(c) What was the average stralght-tl^ne houHy Incress* put Into effect for other workers In tht aporoprlate rnoloytt unit 
(In cents per hour?) $^ , 

8, Wert the wage rites paid by other eiPployeri for the job classlflcatlon(s) for which you art claiming exception 

hightr than your wage rates? - - • - ' 

a) If yes, what wtrt their rates? 

b) What Wit thi source of their wage rita date? 

9. Explsin w^y the requtsttd Increasewas ntcestiry to attract or retain eRploym In tht tstentlal category (Its). 



10. WhyMrtyov unablt to grant tha Incrtatet m94H to rataln your tttantlal tnploytai out of tha Incrtast allowablt 
to your unit under tha gantral wagt and talary standard? 



Hm t-102C TMt (1.731 



D^artMni tf Mm Itmmtn > lattnal ii»t>Mt lanrita. 



Intra UnIt ln«qultl«s WorkshMt - t«ction 201.18 

(For Iht Control Veir listtd in Pirl II.) 



Uiploytr's or Mtoc1it1on*t Ugi1 Kim 


COIC ControVHuHtttr 


Oitt 




IRS Control Uunttr 





(■) Hid the 1ntquUab1)» piy sicuitlon Mhleh you tttk to eorrtet rttuttad from tht Introduction of ehangid 
ttchno^ogy \r\ equipment, jclhodt, mfttcrUU, or processes?- 



2. ' Old tht progrim dtscrfbt Job clissif Icitlony Mith sufflcltnt dotal 1 to Identify difftrtncts In Job conttnt 
based on relative value of the factort by which classifications are measured (Including e.g., skill, physical 
strain, and reiponsibUity)? 



Old the program tftabllsh rate relationships (f^xpressed In dollars and cents) that were established In accordance 
Mith accepted mthods for Job classifications, historical practice In an Industry, or througn some other 
deronstrable guide In general use for classification purposes. Including an explanation tht derivation of 
factor weightings on which system Is based? — - - 



Old the program establish rate relationships (expressed In doHars'and cents) that reflected the different levels 
of ikllli at luasurtd by grading selected Jobs from the lowest to the highest level, on each of which a significant 
nunfctr of employees are grouped? — 



Yes 



(b) Old this change affact not less than 10 percent of tha.Job dasslflcatlona and not less than 25 parcent 

of the employees In the aooroorlata employte unit in which the technological chanqes had been mide or intrnducAd? CI 



3. Old the program provide for a rea11gr«iient of wage ratkf that followed a systeF«t1c and orderly method for classtfying, 
ranking or rating of «11 the job classifications In the unit, giving effect to skllli" effort, responsibility, 
working conditions and othfer factors refltcted in the classification content? - 



[3 
C3 



6. Hed the percentage Increase In wage rates or rate ranges been 'computed In the manner indicated below for each job 

classification In the unit, excluding the effect of "red circle" rates. I.e., personel rates for 1nd1v1du«ls?-r CI 

(a) For single job classification wage rates, show the percentage difference between the weighted overage of the 
proposed ^ob rates and the weighted everege of current job retes. 

(b) For the clesslflcetlon of jobs without change In tha existing rate ranges, show the percentage difference between 
the weighted average of the retes to be paid for each Job classification efter reclassification end the weighted 
average of the ratal actually paid within the range before reclassification. 

(c) For reviled rate range structures, show the percentaqe difference between the weighted average of the midpoint of 
etch Job classification In the revised structure and the weighted overage of, the Midpoint of e«ch Job 
dasilflcttlon In tht txistlrg itructurs. 



ELlGlBUtTY (MDCR THIS EXCEPTION IS ESTABLISHED ONLY IF ALL OF THE ABOVE CAN BE ANSWERED "YES". 

/ 



Old this unit rtctlvt an Intrt-unit txctptlon dyring the previous control year?' 

(e) Vhet percent of the bese coiipensetlon rete In eddltlon to the generel wege en*.' selery standard Is needad 
to correct this intre-unit inequity? ---- • — * • 



Vei 

' C] 



(b) Uhat 1i the totel adjustment above the standard that you are requesting for thi: control year for this exception?— 



ATTACH A BTATEKEHT 0CSCRI8ING tNE APPLICANT'S Ce*P»Et1CMSIVE PROGRAM (AS OEf|»«0 IN THE REGULATIONS), THE CAUSE Oft NATUfiE Of THE INEQUITIES, ANO THE 
MANNCR IHHHICH IT IS PROPOSED TO CORRECT THEH. . 

^ 9.IO2D Taett O-'n O^artMRi et «ie TreeeiHv • latemel iiMMO Unit 



ERIC 



Cattt-by-CsM D«t«rniirMtion off Excoptiont WortctliMt — Section 201.30 



Employer's or Association's Legal Name 


COLC Control Nuffber 


Date 




IRS Control Number 





1. HISTORICAL COMPARABILITY (In straight ttir* rates): 

(a) Old Increase, negotiated or put Into effect, follow other Increases In the sane employer. Industry, union, or 
local labor market area? * ■■ - 

(b) Has there historically been a comparable relationship between these general r«ttes and those prevailing In the 
general area, industry, or other plants within Ue same Industry? 



(c) 
Id) 

(e) 
If) 



If soi were those other related Increases apnroved by the IRS, Pay Board, or COLC? 

(If pre«freeze agreements. Please specify, note effective dates, and whether chal lenges have been filed.) 

How many contracts (Involving how many workers) are paying these rates? Number of contracts 



Total number of workers 



What 1) the tyoe of relationship claimed: same employer, same union, same plant, same labor market area, same 
Industry, etc.? 

Provide a listing of other Appropriate Employee Units with wage and/or benefit structures comparable to those of 
this AEU: Provide also the name(s) of the employer(s}; the number(s) and name(s) of the local un1on{s); the 
locatlon(s) of the AcU(s); and the nunter of employees In each AEU, 



YES 

[]. 

[] 
[] 



NO 
C] 

C] 
C] 



NOTE: Be sure to, provide both the present and past two contracts for both the requested and related Increases. 



If "Tandem" or wage comparability Is clalned, also complete the chart In Worksheet • Tandem Exception, Torm S-102A. Also 
show the average straight-time wage for both units. 



2. NCULV ESTABLISHEO COMPARABILITY (In strllqht time rates) 

Art these increases Intended to bring the subject rites up to those currently being paid for comparable Jobs 

In the area, employer. Industry or union? — - - — — — - — [] [] 

If "Yes," obtain the rates for the Jobs in this unit and the coe^arable Jobs for the last five years or two full 
contract periods, whichever is greater. Identify source(s) of data. 



3. If awUcable, was the adjust»nt for supervisory or salaried ptrsonntl necessary to Mintain the historical differential 
between this unit and other employees within the sane olant (who .are be1n<) paid pursuant to existing, non-challenged or 
approved contracts)? — — [] 

If "Yes" show in an attached schedule the historical five-year pattern of the straight time differentials both In 
percentage and cents per-hour terms, and the average for the entire five-year period, or any other method that 
shows provision for equitable trtatment, between the two ewployee units. If amount requested Is more than the 
five-year average, attach additional Justification for the additional amount. 



4. Is this considered a "package tandem" case? ----- [] [] 

NOTE_: "Package Tandem" - often in negotiating contracts, various nrployte units will negotiate varying Increases; 
ho»<ever, over the period of the contract, the total contract cost will be the saav In the cents -per-hour Increase^t 
While this is not tandem according to regulations. It is something that the COLC may want to consider In 
reviewing the wage Increase, 



If "Yes," complete and attach a schedule showing all wage and benefit Increases for the lest five years or two 
full contract periods, whichever is greater, with an explanation or Justification of why the differing aiaount 
and/or timing of the Increases was negotiated and the dollar amount of the contract settleevnt (broken down 
into wages and qualified benefits). 



5, Did the case involve a "new plint" situation, where: 

(a) "Tandem" cannot be demonstrated for the required period of time, or ---- [] [] 

(b) Initial rates were established lower than those for comparable Jobs In order to allow the fina' to establish 
Itself (this should be fully documented), or company set low rates initially and then the employees were 
unionized, or — - ......... 

(c) Are these rates above or below rates for comparable Jobs within the Industry or labor market area? [J ' CJ 

■If "Yes," explain and document, 

6. Old parties claim exception on the basis of changes In work-rules? If so* provide the following Information as [] [] 



necessary, 

(a) The results of new contract language? 

<b) Which rules were chan^!^ and when are (were) they effective? 

(c) Any new or revised "Job security" clauses in the contract? 

(d) The percentage of the work force affected by the changes? 

<e) C4n the parties celculate the anticipated cost savings? What does this translate to In cents/hour or 
percentage terms? Show these calculations. 



Fm« 8-102 E T«M (3-73) 



Dagartwwt of iM Treeawy - Internal iiMiiiii fenrioe 



Wag* R»op*n«r Provisions Workshoot Ssction 201.35(c) 



Ei^ploytr't or Atsoclatlon't Lcydl Name 


COLC k'nntrol Number 


Date 




IRS Control Nufnber 





This schedule should be u$ed to refori increaei under Section 20), 35(c), Olglolllty for this enceptlor Is not e«Ub?1shed un?e«s nU 
of the folloMlng .questions can be dn'.«tered yes. Yes 

1, Was a wage ^tcoerer provision Incorporated In a collective bargaining agrcenent that enUted before August 15, 19717 [] 

2. Old the contract set a specific date tor reopening wage and/or fringe benefits negotiations?—- - [] 

ft) tf yes, give dftte . 



No 
[] 
[] 



b) Date wase renegotiations were In fact reopened 



3. Did the contrjct provide for specific tennination other than by the reopener provislon?- 



fmm S-102F Tost 13.731 



D«pir«Mnt at the TrMMry ■ Internal Mevamia Service 



ERIC 



CualifM B*n«flU Standard* Workthaat - 8actlon 201.S9 



tii|>1oy«r's or Assoclitlon's Ltgil Nan* 


COLC Control Nuir^tr 


Oitt 




tRS Control Nunt«r 





Virt L Citch>up cilculitlons 



1. Givt tht tndlng dite of tht unit's first control ytar. 

2. Tor thi control ycir llsttd in Pirt [[, list. .tht date and hourly cost of adjustments (from new or Improved benefit plans, from secondary tffects 
of Increases In straight-time rates, or frow Increases In employer contributions attributable to decreases In employee contributions} during- tht 
ptrlod from Novtmber 14, 1968 to Hovemfctr 13, 1971, and ylve the base compensation rate In effect during tht payroll period luntdlattly prior to 
tach of tht adjustntnti> Dtttrmint tht ptrcentagt Incrtast for each of the adjustments by dividing tht hourly cost by the approprtitt bast com- 
p«R>at1on .ritt.y 

^'^ Cost of the adjustnint per man-hour worked Bast compensation rate in effect during tht J**^^**^* Col.(b) 
during period Immedlatuly following the payroll period Immedlattly prior to tach of divided by 
Efftctlvt date Qualified bentfit adjustment tht guallfltd bentfit adjustments, 1/ Col._(c)) 



3. Sum of tht percentage increases durlfig the three-year period t$ calculated In column "d" above. » 

4. Subtract the total on line 3 from l.St. - • % 

To the extent that some part of the possible 1.5X catch-up was not used during tht first control ytar of t new contract or pay practlct. tht 
ixcess may be used In the second control vear but not th^r^nft^r. 

y Calculated in accordance with the irethodology shown on Torn PP.-3 at Part IV, A. 
Part 11. Eligibility for 5.0< rule on Form PB-3A OWIY ; 

5. Eir{)loytr cost of qualifitd bentfits in the btse year as calculated by the method of Form PB-3, line 23(6}(a). t 

6. Total man-hours worktd during the basryear. (Use either (a) exact man-hours worked* (b) a rctsonabit tstlmatt. 

or (c) the product of the man-hours reported on lint 17 of Form PB-3A multlplitd by the rtuirter of pay periods ptr . 

ytar multiplied by 0.931.) h ours 

7. E«ployer cost of qualified b»«tfits ptr »an-hour worktd (lint 5 dividtd by lint <). ' I 

i. Avtragt straight- time hourly ratt (froi lin« 19 of Tom PS-3A) wltlplltd by tht 1.1 benefit ftctor. i 

9. Bast period qualifitd bentfits ts a ptrcent of calculattd bast comptnsatior rttt (lint 7 dividtd by lint 8).-— — - % 

Ptrt III. Qualifitd btntflts sunrtry 

10. Carryovtr from prior con'rol ytar (ptrctnt tvallablt but not used). ^ 

a. Catch- wp allow area. - - ~ — — :- t 

b. O.n Standard. - ^ « 

11. Standard for this ytar [tithtr: (a) 0.7t. or (b) tht saulltr of 5. 01 or tht difftrtnct bttwttn tht ptrctntagaj 

of qualifitd bentfits in th« bast ytar (from lint 9 abovt) and lOSJ. Do not tnttr an amount grtattr than tht total qualifitd 

bentfit ptrctntaot adJustntnt rtQuesttd. — - - — * 

2/ 

IZ. Total availablt for this year (sun of lints lOt, 10b. and 11). - t 



y Attach t copy of Fern PS-3 or PI-3A for tht first control ytar showing qutHfltd bentfit ctlculitlons and adjustments. 

1/ MOTE ; If ll(b] Is ustd. the total contribution to qualifitd btntflts My not txcted lot afttr th« adjustntnts havt bttn Mdt. 



fmm S-102Q Taat (3-73) 



OtitrMtnt tf tiw Tratttrv • Initmal ItMRMt Stnrict 



Cost of Living Allowance Worksheet — Section 201.64(a) 



Employer's or Association's Legal Name 


COLC Control Number 


Date 




IRS Control Number 





1. Provide a copy of the cost of living formula In affect during the controi year listed in Part II with this submission. 



J 2. List the cost of living allowances during the control year. 



Effective date 
of adjustment 


Number of months during 
the control year that the 
adjustment will be in 
effect 

(b) 


Col. (b) divided 
by'^12 (rounded 
to ..l. decimal 
place) 

(c) 


Amount of 
adjustment 

<d) 


Adjusted amount 
of increases 
<Col. (c| times 
Cot. (d)) 

(e) 


■ . 








1 



Enter adjusted amounts from Column (e) onto line 20 of Fomi PB-3 or line 22 of Fomi Pe-3A. 



Fofm S*102H TO#t (3-73) Department of the Treasury • Internal Revenue Service 

ERIC 



State and Loco! Govornrriont WofKr.hoeL--Su'jp6rt M 



GoverniTiental UnH COLC Conlrol Nun.bor Date 



IRS Control 'f«Uff:bcr 



Part 1. Scope 201.91 



Pay adjustments affcctino State <ind local novernrrcnt en'ployoes cicnerolly arc subject to the saine. 
regulations v;hich aoplv to Private spc'.or tir-nlovccs. IIowovlm*, SuLncirt H mocJifios the rcnulations to 
take into account certain uoinuo cc-rc:'.; alien pr'dclic>»«. in the fiublic soclor. These soocial rulo.s ?*""ply 
to: certification ororodure (201.93), :;ubiic officials whose salaric-i; are Prohibited by lav/ from being 
Increased durinn a tc-vni of office (2:01.:^), Qualified yj\A\c erolcvoe benefit plans (20). 95), and State 
mandated cay adjustrenls (i!01.9G). Uhc-n nrovisions of Sul-oart H ar-oly to, un adjustrr,ent under investi- 
gation, use the appropriate Part(s) of this V.'orkshcet in addition to other aoplicable S-102 v.'orksheets. 



Part 11. Certification of Pay Adjustrents 201.93 

List all certifications subniitted by the governmental unit to the Pay Board pertaining to the pay • 
-adjustr.ent being investigated; 

Date AEU(s) Control 

Submi tted Covered Year 

1. 
2. 



Attach a copy of each certification, if available. 



•Part III. JViltiDlu Standard for Certain Public Officials - Section 201.94 



ELIGIBILITY UNDER THIS SECTION IS SSTA'^LISHED ONLY IF ALL OF THE FOLLOWIfid CONDITIONS ARE KET: 

Conditions r.et? 



Yes No 

1. The er.nloycc Is an elected or a'>pcintet1 qovernmont official. -- /^/ [J 

2. The employing authority has elected not to include the official in any other AEU. CD CD 

3. The increase is not a State n:andated pay adjustment within the meaning of 201.96. (Zl, ^ , * 

/^*,-./^'''./ '/'i " ,"^JC{'. y 

4. The official was prohibited by law (constitution, zfrt-^l-yto-v charter. from receiving . 
an increase in salary (ether than an increase in friric;o benefits) for a 'jeriod of f."ore /\'/r'r/ c ' ^ 
than 12 rr.onths inrediately prcceedina the effective date of an increase pursuant to 

this section. - — r — — LU d 

5. The salar)' oaid to the official (other than fringe benefits) has not been increased 

during the proh.ibition period. - ■ CJ HI 

If cliglbilUy has been established, calculate the increase permissible under 
this Section as follows: 

6. Prohibition period (expressed in years and fractions thereof). — - - r years. 

7. Applicable V.ultiple standard" (line 6 multiplied by 5.5) --- --- — - t 



8 Base period compensation (ccrpen?2ticn paid to official during first pay period 
follow ing the beginning of the nrcnibition period; include all items considered in 
the calc"ulation of "base coinr-ensaiicn rate"). 

9. Line 8 fiiultiplied by line 7. 

10. Increase in fringe benefits put into effect during prohibition period. - 

11. Line 9 minus line 10. --- — - 

12. Additional increase permissible under "qualified benefits standard" 

13. Total increase pennissible oa;iaa-4i»i'*^'9&ct4efv (line U plus Tine 12) 

" • 14. Total Increase which, has teen put into effect. - 

O If the anount in line M is creator than the an;ount in line 13, check for aopl icabi 1 i ty 
Cnip-of Section 201.30 (Case-bv Case teternination of LAcerjtions) and corplete l.'orkshoet 
Ll\LV S>1Q2C. as v.'c?) as other Korksnccts 'jsed for u-aoe cc.-r»arabi 1 i ty under Section 201.30, 
™^™C.g. Tandem Wage Pelationship^.^Essential Errployees, etc. 



fart IV. Qualified Public rmployeo Dopof i t Plans Soction 201.95 



A qualified public fir^nloyee benefit plan is. not reouired to reel the technical n^oui ronents for 
Cjual i f ication under section ^Ol(.i), soction 401(h), or section 4C4(oi) of the Internal Revenue Code, 
However, such plari ru«.t have been t'Sto*jl ished by a t)overnf:ent for the exclusive benefit cf its 
employees and their beneficiaries. ar/J cr.uloyer contrib<jticn iT;ust be: (1) r.ide to a, trust, (2) used 
as premiums to purchase annuity or rotirctrent insurance contracts or u$ed to purchase retiroi::ent 
bonds, or (3) other^^iso ncnrar.ently set aside for deferred corrpensation in any nanner other than 
funding on a pay-as -vou-cio basis. A plan v/iU net be considered as qualified if ersloyer contri- 
butions are .paid to the jurisdiction's general fund for later disbursement to the beneficiaries. 

Use Form S-102G (Oualified Benefits' Standards V/orkshPot — Section 201 .09) to determine the extent 
to which employer contributions to a oualified public employee benefit plan n^ay be treated as 
excluded contributions. 



Part V. State Mandated Pay Adjustments — Section 201.96 



Section 201,96 aoolies only to Day adjustrents which are legally required by action of a State 
governnent applicable to officials or crrnloyees cf local ocvernrKjnts. This section is not applicable 
to pay adjustments of officials or cr.ployees of a State government, 

I 

If Section 201.96 is apolicable, provide the inforn^tion requested below. If various pay levels 
drc Involved* provide separate computations for each level; . / -A,. 

!• level of 5t3tL«*.nw>dM«J wage, salary, or benefit irr.plcn.entp^ : $ 

2.' Level' of waqe, salary, or benefit in effect on base date (the day before the pay 



Attach copies of relevant State legislative acts or State adnlnlstrative orders which provide for 
the present and previous nandated levels. 



adjustment was implcr.ented) 



3. Item 1^1 e*i^s* Item 2 - 

4« Percent Increase (Item 3 divided by item 2) 



$ 



% 




Roll^W - for computational purposes, the following formula may be used for computing: 
roll-up (where there is a direct relationship Ijetween wage increases and benefit roll-up). 

Base year cost for item which rolls up ■ .increase in average straight. 
Base year average straight time hour by rate ^ time hourly rate* 

3.23 Theory of Calculations ( Sum-of-t he-percent ages ) : 

Basically, the pay regulations use the sum-of-the-percentages method for calculating 
percent increases, except for cost-of-living escalator clauses. 

General 

Under this method, base hourly compensation is established for the base period prior 
to the control year during which the requested increases are to be effective. Such compensation 
includes wages and salaries, includable fringe benefits, and qualified fringe benefits. It does 
not include legally required payments, such as, workmen's compensation and certian other types 
of payments (see Part II - A - Form PB-3). Each applicant costs his increase on an hourly basis 
using the distribution of hours reported in the base payroll period and the base year. Time 
weighting is not allowed except for- COLA escalator clauses. Tfiat is, an applicant may not Value 
50(^ per hour payable during the second half of the year as 25<^v However, increased payments, 
needed to fund existing levels or qualified benefits are not included in the computation. 
(Example: Increased employer contributions to a hospitalization benefit policy due to rising ' 
hospital costs for the same benefits are not included). 

Example A ; Uuit has base year compensation of $U.50 composed of $3-50 in straight- 
time wages, 30# in includable fringes, and 20i^ in qualified benefits. Its control year begins 
February 1, 1972. It wishes to increase straight-time wages by lOi^, increase includable fringes 
by 5^5 and increase new qualified benefits by 15^, all on February 1. No other increases are 
scheduled during the first control year. Percentage computation is - 

.10 + .03 + .15 - .15 + >15 , „ (3.85S on wages + includables) 
i^.OO " ij.OO " ''^^ (3.7^ on qualified benefits) 

Moral: The time of increases within a control year does not affect the percentage 
calculation. 

Rationale: This methodology compares the hourly compensation rate as it exists prior 
to the control year during which the requested increases are to be effective and at the very end 
of the control year. This best reflects the impact on costs and prices, i.e., it is end-of- 
period costs which will contribute to the end-of-period pricing decision. 

The alternative of time-weighting would encourage backloading of first-year increases. 
If the Rules permitted time- weighting, a 55? increase effective only after 90!? of the year had 
passed would count only as 5- 5?- Yet the impact would clearly be inflationary on end-of-period 
costs, and would inflate the base for the next control year. 

3.3 ANALYSIS OF SUBPART E - TITLE 6 CFR (ECONOMIC STABILIZIATION ) - COMPUTATION RULES 

3.31 .Determination of Control Year (§ 201.52) - 

The C.Y. in a noniinion situation is generally November 1^, 1971"—November 13, 1972 
(First) and November 1972 - November 13, 1973 (Second). In a union situation, the C.Y. gen- 
erally adopts the anniversary date of the contract. This means that a short C.Y. between No- 
vember lU, 1971 J and the suiniversary date of the contract may be created. Thus, during the 
period November 1971— -November 1972, it was possible for a union unit to have two control years. 
This has the effect of raising the permissible increases during the 12-month Nov.-to-Nov. period. 

Example : After an agreement expired on May 31, 1971, a two-year contract was nego- 
tiated to begin June 1, 1971. It provided for an 8? increase June 3, 1971 (prior to the program) , 
a deferred increase of 5? on January 1, 1972, and a second deferred increase of \% on June 1, 
j^^^ ^ mj^g deferred increases total 9^, but neither will be subject to automatic challenge. 
Ten I /^"because the unit has a short control year of November II+, 1971 — ^May 31, 1972, and a 
s^^^.Y. of June 1, 1972— May 31, 1973. 



Limitations 



Once the determination of the first and succeeding control years, as established 
under the regulation, is made, the specific base date may not be changed unless approved by 
COLC. 

3.32;i Formula for computing annual aggregate increase in base compensation (§ 201.53) - 

Where it is necessary to determine the annual aggregate increase in the base compen- 
sation rate with respect to an appropriate, employee unit for any C.Y., the increase is to be 
stated as a ^ and it is computed as follows: 

( the total adjustment during the C.Y. in the average straight-time hourly rate (ASTHR) 

PLUS 

the total adjustment during the C.Y. in the average hourly benefit rate CAHBR ) 

DIVIDED BY 

the appropriate employee unit's base compensation ■ rate (BCR). 

■3.33 Base Compensation Rate (B.C.R.) (§ 201. 

For any C.Y., the rate of base compensation (stated in dollars and cents per hour) 
is the average rate of pay vrhich equals the sum of - 

the ASTHR of the appropriate employee unit for Base Payroll period 

PLUS 

the AHBR of the appropriate employee unit for the base year 
3.3^ Average Straight-time Hourly Rate smd Adjustments (§ 201.55) 
The ASTHR is determined by dividing: 

the total straight-time payroll expenditures ■ 

BY 

the total man-hours paid for (including all paid leave hoiors). 

Payroll expenditures and man-hours paid for are determined for the base payroll 
period. If the base payroll is not representative of the straight-time earnings structure of 
the unit, a different payroll period must be chosen. 

Part II A (16 and IT) of PB-3 sets . forth what items should be included in calculating 
payroll expenditures and paid man-hours. For example, include S/T pay for overtime, weekends, 
etc., but exclude any premiums or differentials above the S/T rate. 

The total adjustments in the ASTHR for an appropriate employee unit .is the amount of 
increase, if any, of the rate in effect during the last payroll period of the C.Y. following 
the base date compared to the rate in effect during the base payroll period. 

3.35 Computation Method - ASTHR Merit and Other (§ 201. 56 and 201.57) 

The regulations set forth two methods for calculating adjustments in the average 
straight-time hourly rate: '%Yxe- "double snapshot'* method and the "ice-cube" method.. These two 
methods are mutually exclusive. The determining facto'r with respect to whether increases paid 
to members of an appropriate employee unit are computed according to the "ice-cube" method or 
the "double snapshot" method is generally the existence of either a formal or informal merit 
^T«^^.^ November 13, 1971. 
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3 . 351 Ice-Cube Method 



A. The ice-cube method is used in all pay practice or contract situations for the 
computation of pay adjustments where "merit" is not a factor (e.g. across-the-board increases). 
However, the "ice-cube'' method is used where an appropriate employee unit not covere.d by a merit 
plan on November 13, 1971, subsequently becomes subject to either a formal or informal merit 
practice. 

B. The ice-cube method reflects the "sum of the percentages" method of computation 
adopted by the Pay Board on December 10, 1971- Computation of adjustments in the average 
straight-time hourly rate assume that there is no change in the composition of the workforce 
during the control year (i.e., the composition of the workforce is "frozen" as of the base date). 

The basic principle of the ice-cube method is that the control year experience is 
considered to be .identical to that which existed in the base payroll period (or base year in the 
case of benefits). For purposes of adjustments in the average straight-time hourly rate, the 
assumption of ■ identical control year and base payroll period experience relates to the following: 



rate ; 



(1) distribution and number of employees in each Job classification or at each pay 

(2) number of houi*s paid for and the number of hours worked; and 

(3) the distribution and number of employees by years of service. 

^ _The control year adjustment in the average straight -time hourly rate for an appropri- 
ate employee unit is the amount by which the projected average straight-time hourly rate at the 
end of the control year exceeds the average straight-time hourly rate existing during the base . 
payroll period. 

C. The projection is based on the workforce composition , etc., which existed during 
the base payroll period. The projected average straight-time hourly rate (ASTHR) at the end of 
the control year is the division of the "projected straight-time payroll expenditures" (PSTPE) 
for the last payroll period of the control year by the total man-hours paid for (tmhpf ) during 
the base payroll period: 

■ ■ (PSTPE ) end of control year . 

P Projected (ASTHR) = (tmhpf) base payroll period 

3.352 The ^'Double Snapshot" Method 

A. The" double snapshot method applies to pay adjustments pursuant to merit plans" 



which 



or 



(1) were in existence on November 13, 1971, 

(2) succeed a merit practice or contract provision in existence on November 13, 1971, 



(3) were established, with respect to a i^ew appropriate employee unit, in a company 
plant or other business entity which came into existence on or after November ih , 1971, provided, 
however, such method of computation shall not be used in the first control year the nev unit 
came into existence. . 

B. Definition of Merit Plan - A merit plan is a system for paying wage and salary 
increases which is founded upon a judgement or an evaluation of an individual employee' s per- 
formance rather than some other factor (such as increased cost-of-living or the length of ser- 
-vice of an employee). A merit plan usually provides that an employee may be granted an increase 
which varies in am.ount depending on the results of the emp?<oyer's evaluation cf employee's per- 
formance. 
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In the absence of formal plans, employers vho give individual increases to their 
■employees as "they deserve them" (rather than a general increase to all employees in a job 
category^ do so by way of a "merit plan." These informal "merit plans" are not necessarily 
entitled to the narrow qualified merit exception, It is important to categorize such informal 
subjective evaluations as "merit plans" because the appropriate computation method, the "double 
snapshot," applies to all formal or informal "merit plans," in^ existence on November 13 5 1971. 

Where an employer gives general increases, or end-of-year bonuses based on perform- 
ances, he does not have a "merit plan" within the context of these regulations; such employers 
should calculate general increases according to the "ice-cube" method or should apply the exec- 
utive and variable compensation regulations pertaining to the controls on incentive bonuses. 
If an employer has any discretion as to the amount of the adjustment once the employee's per- 
formance has been judged to be satisfactory, the adjustment is a merit increase rather than a 
longevity increase. Even though length of service pay determine when an employee is reviewed, 
if the amount of tne increase is discretionary, then it is merit pay rather than longevity. 

A portion of nlerit pay may not be factored out and treated as longevity increases. 

Any change of terms of a merit plan which was in existence on November 13,.1971, will 
not alter the fact that it is subject to the "double snapshot" computation method. If an em^ploy 
er changes the amounts of increases, the time intervals for review,, the jobs to which the plan 
applies or other terms of the plan, the computation of adjustments in the average straight-time 
hourly rate is* still made in accordance with the "double snapshot" method. 

Example 1 : An employer has a plan for making wage and salary increases whic;.i gives ' 
an employee a $100 increase each year for satisfactory performance, $125 increase for good per- 
formance, or $150 for excellent performance. Such a plan would entail an "affirmative exercise 
of employer discretion or subjective evaluation." The $100 increases for satisfactory perform- 
ance will not be considered longevity but will be considered merit because of their inclusion 
in a plan which distinguishes the size of increase by how well an employee has performed. 

Examxle 2 ; An employer has a plan for making wage and salary increases which 
guarantees each employee at least a 10 cents per hour increase for each additional year of ser- 
vice with discretion of the employer to give up to a 25 cents an hour increase for superior 
performance. This plan also would entail affirmative exercise of employer^ discretion or sub- 
jective evaluation. The 10 cent per hour increases will not be considered longevity. 

Example 3 : An employer has a plan for paying increases which gives each employee f^. 
$20 per week increase for satisfactory performance for each of his first three years of service; 
employees during the first three years of service receive no other increases except a cost-of- 
living or general increase; after three years of, service under the plan employees may receive 
from $10 per week to a $U0 per week increase resulting from an* annual merit review. The $20 
per -week increases paid during the first three years of service of an employee will be consid- 
ered longevity increases because they are separate and distinct with no affirmative exercise 
of discretion or subjective evaluation^- - 

The distinction between merit and longevity plans is an important one because longev- 
ity increases may be excluded from computations, while merit increases must be chetrged against 
the 5«555 standard. 

Once it has been determined that a merit plan exists, increases are computed as set 

forth below. 

C. Double-snapshot Method - The ice-cube method "freezes" the composition of the 
workforce existing during the base payroll period. The ice-cube method is based on the princi- = 
pie of "job rates" and general (i.e. across-the-board) increases. 

The double snapshot method is used to calculate aggregate increases in the average 
straight-time hourly rate of. appropriate' employee units covered by formal or informal merit 
plans (in existence on November 13, 1971) where the increases are granted at various times 
throughout the^cohtrol year (e.g. anniversary dates of employment) and the amount of the in- 
creases vary depending upon a subjective evaluation of an employee's performance. Unlike the 
^ .be method, the double snapshot method does not assume that control year experience will^ _ 
L;i\l(^ntical to the bas]e payroll period experience. 



The "double .snapshot" is a comparison of the actual average straight -time hourly- 
rate- at the end of the control year with the base payroll period average straight -time hourly 
rate.- The amount by which the base payroll period rate (one "snapshot") is exceeded by the 
average straight-time hourly rate in existence at the end of the control year (second "snapshot") 
represents the control year adjustment, The calculation of the control year adjustment in the. 
average straight-time hourly rate by the double snapshot method can be illustraLed as follows: 

(ASTHR) - <TSTPE)e (TSTPE)b 
.{tmhifTI (tmhiffb 

where 

(ASTHR) = adjustment in the average straight-time hourly rate 

(TSTPE) = total straight -time payroll expenditures- ? . 

(tmhpf ) = total man-hours paid for 

e - last pay period of the control year 
. e = base payroll period 

The fomula illustrated above is the compliance test. The comparison of the actual 
ending and beginning average straight-time hourly rate, unlike the ice-cube method, reflects 
changes in the composition of the workforce (e.g. new hires, separations, promotions, changes in 
average skill levels , etc.). 

For purposes of prenotification and reporting, the applicant is required to estimate 
the total straight-time payroll expenditures and total man-hours paid for during the last pay- 
roll period in the control year. . 

The projections made pursuant to the double snapshot method should reflect any impact 
on the average straight -time hourly rate which result from changes in the composition of the 
workforce. Changes in the composition of the workforce will have two general effects: 

1. "erosion" or "slippage": the average straight-time hourly rate will tend to de- 
crease during the control year due to normal turnover where higher rated employees retire -or 
leave are replaced by employees at lower rates. An expansion of the workforce will tend to de- 
press" the average straight-time hourly rate since new employees are usually hired at the start- 
ing (or minimum) rates for a Job. ■ j^a- 

2. "creep": increases in the average straight-time hourly rate may be due to a 
contraction of the workforce where lower rated employees are separated. "Creep" may also occur 
due. to the .expansion of the workforce at higher rated Jobs. 

3.353 Average Hourly Benefit Rate (§ 201. 58 and 201.59) 

For the purpose of determining the base compensation rate, the average hourly benefit 
rate of an appropriate employee unit will be an amoxmt (stated in dollars and cents per hour) 
"determined by dividing — 

The total cost of benefits which would have been incurred computed by costing each ■ . 
benefit item at the rate in effect on the last day of the base year 

. BY ■ 

The total number of man hours actually worked (excluding paid leave hours) during 
the base year.- 

In computing the total cost of benefits count as included benefits those enumerated 
at Part III item 22 of the PB-3 and as qualified benefits those enumerated at Part III item 23 
of the PB-3. Cost benefits as if those that will be in existence at the end of the control 
year ^nrj been implemented at the beginning of the year. 
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Adjustments in benefits, regardless of whether or not there is a merit plan, are 
computed on, the "ice cube" basis; that is, benefits in effect at the eid of the control year 
are costed assuming no change in the work force composition or years of service. This total 
cost is then divided by total number of man-hours worked during; the base year. The result "is 
the control year AHBR. 

The total adjustment in the AHBR for an appropriate employee unit is the amount of 
increase, if any, above the rate in effect at the end of the base year. Any amounts saved be- 
cause of a decrease in the benefit costs or because of an elimination or reduction in benefit 
levels may be used to offset other increased costs due to new or improved benefits. 

3.35^ Qualified Benefit Standard - The qualified benefit standard represents the amount 
of increase in the base compensation rate attributable to increased costs of qualified benefit 
plans which would not be "unreasonably inconsistent" with the criteria established in the Act. 
It was felt that the parameters of the turn "unreasonably inconsistent" could not equitably or 
.administratively be defined with reference to particular benefit levels because of the' substan- 
tial variance in employee benefit practices or plans. The Qualified benefit standard was based 
on employer cost in order to reflect cost pressures on prices, relative value of qualified bene- 
fits which vary directly with employee ee.rnings, and administrative considerations related to 
the need for public understanding and processing of applications for increases. 

Increased employer costs for q.ualified benefit plans are excluded from the computa- 
tion of chargeable increases to the extent that these increases do not exceed the qualified 
benefit standard. 

The standard may vary from one control year to the next depending on the amount that 
the cost of qualifiea benefit plans have increased in prior years, and depending on the ratio 
of the AHQBR to the total base compensation rate. The qualified benefit standard is a percent- 
age amount equal to the greater of - 

(a) 0.7% of the BCR plus whatever **catch-up" percentage (limited to 1.5%) of the BCR. 

\ " \ 

' u. ■ \ 

(b) 5% of the BCR to the extent,;that the resulting average hourly qualified benefit 
rate does not exceed 10% of the BCR. 'f; 

Additionally, the QB standard includes certain "credits" where the total amount of 
the QB standard was not utilized in prior C.Y.'s. 

The parties may elect the most favorable alternative (.either; the 0.7^ and maximum " . 
1.5% catchup or the . 5^ rule) during any control year. 

A more detailed outline of the Qualified Benefit Standard is contained in § 201.59(g} 
Also, a copy of Form S-102G (test) - Qualified^ Benefits Standards Worksheet - is attached. The 
worksheet is part of the package (S-102 Test) that has been developed for use in pay investi- 
gatipns . The worksheet is self-explanatory and provides a logical sequence of questions to aid 
in determining compliance with Subpart B of the regulations. Before completing the form, the 
investigator shoiild be familiar with the QB standard and alternatives outlined above. 

3.U PB-3 AND PB-3A 

3-^1 Introduction 

Form PB-3 - Application for General Wage, Salary, and Benefit Adjustments was issued 
in April 1972. It is a revision of Forms PB-1 and 2 and supersedes them and is applicable to 
both union and noni:inion situations. However, the form is generally not to be used for the con- 
struction industries, or for executive or variable compensation plans covered by Subpart F of 
the Pay Board Regulations. 

Form PB-3 was to expire initially on April 30, 1973, however, COLC has received an 
--^Pj^^jion from the Office of Management and Budget. A comprehensive instruction sheet is avail- 
hl\lv>'or assistance in completing a Form PB-3- 



In order to niinimize the record review, time and cost required to complete the PB-3, 
an optional Form PB-3A was developed. 

The PB-3A form eliminaLes the n^'ed to examine the payroll and compensation records 
for xhe entire year by only rec^uiring the employer to provide straight-time earnings data for 
the most recent payroll period prior to the Control Year. 

• The ASTHR provided by the employer is then multiplied by 1.07 and the resulting 
figure is used as the BCR on which the percentage of wage and included benefit adjustment is 
calculated. 

In addition, the ASTHR is multiplied by 1.19 to arrive at the BCR from which to 
measure the qualified benefit changes. 

• The instructions for the regular (long form) PB-3 also, serves as instructions for 
the short form PB~3A. 

The following examples illustrate the preparation of Form PB-3 and PB-3A using the 
computation rules previously discussed. 

3*^2 The Special Machine Co. 

1. This employer has an appropriate employee unit which consists of Uo equipment 
ad,1usters earning $1^.00, $5.00 and $6.00 per hour. Benefits to this unit consist of: 

(a) a pension plan to which the employer contributes 8 percent of straight-line 

earnings; 

(b) life insurance which costs the employer $50 per $1,000, and which is given to 
employees based on their hourly earning range as follows: $^4.00 per hour or less, $1^,000; $U.01 
to $5.99, $5,000; $6.00 and over, $6,000; 

(c) Blue Cross and Blue Shield which costs the employer $30 per employee; 

(d) ten days of annual paid vacation; 

(e) five days of annual paid sick leave, and 

(f ) eight paid holidays. 

■ 2. Employees are paid for 2,080 hours per year and actually wor^k 1,896 hotirs. 

3- These employees are not covered by a collective bargaining agreement and have 
received general wage increases at varying times in the past, 

h> On January 1, 1972, the employer implemented the following changes: 

(a) a 5 percent increase in straight time hourly rate; 

(b) a benefit improvement in his pension plan which increases the cost of the plan 
by 5 percent of the contribution; 

(c) in addition, the cost of Blue Cross and Blue ' Shield increased 10 percent without 
any change in benefits. 
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Form PB-3 

<RtvlMd April t973) 
Pay Board 
Wafhington, D.C. 



APPLICATION FOR GENERAL WAGE, 
SALARY AND BENEFIT ADJUSTMENTS 

(Not to be used for adjustments in executive or variable compensation plans 
covered by Subpart D of Pay Board Regulations.) 



OMB 172.R0006 



items 1 and 2 are not to be completed by 
applicant. 


1. IRS Control Number 


2. PB Case Number 


PART I — General Information 



3. Type of adjustment 

a. n Deferred increase under contract or pay 
practice existing on or before November 
13, 1971. 

t>. 53 Other wage or benefit adjustment. 



is this form being filed for exception to the General 
Wage and Salary Standard? 

«. □ Yes b. CS No 

(If yes, complete item 6.) 



During the last 12 months, has a PB form covering any 
of the employees covered by this application been filed 
with the Interna) Revenue Service or the Pay Board? 
a. □ Yes b. □ No 

c. IRS control number from previous case 



d. Pay Board case number from previous case 



Is this submission Intended to be a substitute 
for one previously filed? 

(a) □ Yes (If yes, give reasons In an attachment,) 

(b) □ No ^ _ 

N pv. j XTTWr 



10«. Control Year: 



Prom^. 
To 



Nov. 1?, igyp 



b. Were these dates selected by exercising an option, un- 
der Pa^' Board regulations, to set your first control year? 
<•) □ Yes <b) a No 
<tf yes, describe the basis for the dates in an 
attachment.) 



Employees in unit affected by this application 

a. Category (place "X" in appropriate box) 

in II □ III B 

b. Exact number of, employees on the payroll in pay period reported 
in item 19. ^ 0 

c. Type and location (e.g., salaried employees in Rye, N.Y. plant) 



Specific exception(s) requested (state exception here, enter percent- 
age claimed on line 40, and describe exception(s), showing detailed 
calculations, if applicable, supporting the percentage claimed, in an 
attachment.) 

_____ NONE . 



8. 



Industry classification code for employees covered by this application 
(see instruction sheet) 



9. Principal product, activity or service of employer operation 

SPECIAL MACHINE ASSEMBLY 



11. In the adjustment being prenotified or reported, will there be a practice 
of or a contractual agreement to automatically adjust wage rates for 
changes in the cost of living? a. □ Yes b. p No 
(If yes, describe the timing and method of adjustment in an attacii- 
ment.) 



12. Have any wage, salary, or benefit adjustments — other than those 
reported on this form — been made during the control year described 
at item 10? a. □ Yes b. H No 

(If yes. describe the adjustments and their amount in an attar hment.) 



13. 

Employer or 
Attociation 
MaMnc this 
Application 


a. Legal and trade name (if any) 

S"Decial_ Machine Co^_.. Inc. . __ 


b. Employer identification number (IBS) 
123-1+56789 " 


e. Address (number street, city or town. State and ZIP code) 

123 First Ave. 
:EtppterR. Md. 20760 


d. Individual in company or association to be contacted for further information 
J. P. SDecial 


e. Telephone (area code and number) 

301 "123-1+567- ' 


14. If the employer or association described above is' a part of or subsidiary to another employing unit that has a name (legal or 
trade) different thsr. shown above, complete the following, otherwise, skip to item 15. 


Parent . ) 
Company! 


a. Name 

NONE 


b. Employer identification number (IRS) 



15. if the wage, salary, or benefit adjustments described in this application are being made under the provisions of a. collective bar- 
gaining agreement, complete the following; otherwise, skip to Part K. 





a. 


ffame and affiliaticii 

N/A 








b. 


Address (number, street, city or town. State and ZIP code) 




Union 














Individual in union to be contacted for further inform**»rv. 


d. Telephone (area code and. number) 






Date contract was signad 


f. Duration of contract: 

From 


To 



ERIC 



Form P^-S 

(April 1972) 
Pay Board 
Washington. D.C. 



APPLICATION FOR GENERAL WAGE. 
SALARY AND BENEFIT ADJUSTMENTS 

(Not to be used for adjustments in executive or variable compensation plans 
covered by Subpart D of Pay Board Regulations.) 



0MB 167-R/OOOl 



Approval expires: 4-30-73 



Items 1 and 2 are not to be completed by 
applicant. 


1. IRS Control Number 


2. PB Case Number 


PART 1. — General Information 



3. Type of adjustment 

a. * □ Deferred increase under contract or pay 

practice existing on or before November 
13. 1971. 

b. Other wage or benefit adiustment. , 

5. Is this form being filed for exception to the General 
Wage and Salary Standard? 

■ a. □ Yes b. d No 

(If yes, complete item 6,) 

7. During the last 12 months, has a PB form covering any 
of the employees covered by this application been filed 
with the Internal Revenue Service or the Pay Board? 
a. □ Yes b. □ No 

c. IRS control number from previous case 



d. Pay Board case number from previous case 



e. Is this submission intended to be a substitute 
for one previously filed?. 

(a) □ Yes (If yes, give reasons in an attachment.) 

(b) □ No 



Ida. Control Year: 7rom"_""No V . _ 1 1 971' 
To,„KQy..._13r-J.9I2„ " 



b. Were these dates selected by exercising an option, un- 
der Pay Board regulations, to set your first control year?' 
(a) □ Yes (b) Kl N6 
(If yes, describe the basis for the dates in an 
attachment,) 



13. 



Employer or 
Association 
Making this 
Appiication 



4. Employees in unit affected by this application 

a. Category (place "X" in appropriate box) 
I □ II □ III K] 

b. Exact number of employees on the payroll In pay period reported 
in item 19, i+O - - 

c. Type and location (e,g., salaried employees in Rye, N,Y. plant) 



6. 



Specific exception(s) requested (state exception here, enter percent- 
age claimed on line 40, and describe exception(s), showing detailed 
calculations, if applicable, supporting the percentage claimed, in an 
attachment.) 

NONE 

Industry classification .ct)de for employees covered by this apptication 
(see instruction sheet) 



Principal product, activity or service of employer operation 

Special Machine Assembly 



11. In the adjustment being prenotified or reported, will there be a practice 
of or a contractual agreement to automatically adjust wage rates fo' 
changes in the cost of living? a. □ Yes b. □ No 

(If yes, describe the timing and method of adjustment in an attach- 

""'"'-^ N/A 

12. Have any wage, salary, or benefit adjustments — other than those 
reported on this form been made during the control year described 
at item 10? a. □ Yes b. OC No i" 

(If yes, describe the adjustments and their amount in ah attachment.) " 



a. Legal and trade name (if any) 

Sp.ecial_Ma.chine ..Qo.A.t^^lnc. 

c. Address (number, street, city or town. State and ZIP code) 
123 First Ave. 
Eic.e_tera>..M.„ 



b. Employer identification number (IRS) 

■ .123-1156789 



d. Individual in company or association to be contacted for further information 

J. ? ..^Special 



e. Telephone (area code and number) 



14. If the employer or association described above is a part of or subsidiary to another employing unit that has a name (legal or 
trade) different than shown above, complete the following, otherwise, skip to item 15. 




15. If the wage, salary, or benefit adjustments described in this application are being made under the provisions of a collective bar- 
gaining agreement, complete the following; otherwise, skip to Part II, 





a. 


Name and affiliation . 
Not Applicable 








bT 


Address (number, street, city or town, State and ZIP code) 




Union 












c. 


Individual in union to be contacted for further information 


d. Telephone (area code and number) 




e. 


Date contract was signed 


f. Duration of contract: 

From 


/ 

Id 



ERIC 



Form pa s (4-72) 



Pagf 2 



PART 11. — Straight-Time Hourly Rates and Hours 



Bas« Payroll P«Hod 

16. Total payroH expenditures at straight'time rates during the most recent pay period available prior to the 
control year. (Include straight titne pay for overtime, vveekend and holiday work and all paid leave hours, 
but exclude any premiums or differentials above the straight-time day shift hourly rates for such time. 
Also exclude all payments to ^orUeoi, funds, or ins^rrance or other carriers, for nonproductfon bonuses, 
severance or supplemental unemploy'Tient beaefiU, pay-as-you-go pension plans, life insurance, savings 
and thrift plan?, other health, welfare, pension or deferred profit«sharing plans; and alt legally required 
expenditures (e.g., for social security, unemplgyment insurance, and workman's compensation). 

If the base payroll period for which data are requested is not a representative one, for seasonality or 
other reasons, provide data lor a representative period and explain in an attachment why data for the 
most recent period were not reported 

17. Total man-hours paid for (including all paid leave) during this payroll period, Include actual, not boosted, 
overtime and other hours equivalent to the strarght-trme payments noted on line 16. (In the absence 
of fixed hours for salaried or other employees, make reasonable estimates of hours paid for during the 
payroll period and explain the basis for the estimate m an attachment.) 



$8,000, 00 



1 »6ll0 hr% 



18. Average straight-time hourly rate (line 16 divided by line 17). (Enter this amount on line 24, Part IV.) 

19. Pay period used; From _J£^JLl1911 m Nov. 13. 19T1 . 



.5-5-00- 



B. Control Year Adiustments in Straight-Time Hourty Rates 

20. fn columns (b), (c), and (d) below, list amounts of all straight-time hourly rate adjustments (including skilf and inequity 
adjustments) in cents per man-hour. Show corresponding effective dates in column (a). For merit adjustments made on a 
continuing basis throughout the year — indicate "various.'* 

If changes are being made in piece or incentive rates, enter the increase in hourly earnings, if any, that the average worker 
will receive during the average hour (assuming no chonge in worker output). Where control year adjustments vviy among 
employees, indicate overall average increase in cents por hour prorated over a[[ employees in the unit on the basts of man^ 
hours paid, for during the base payroll period. 

Make all adjustment calculations, except for those in column (c), assuming that there will be no change in the composition of 
the unit between the base date and the end of the control year or in the composition or structure of hours in the base and 
control years. 

Pay adjustments made under the provisions of merit plans or practices entered into since November 13, 1971, are to be 
reported as a general wage and salary adjustment in column (d). For such plans, enter **fA" next to the adjustment entry. 
Pay adjustments, being made for employees under an employment contract or practice, based on, or that includes a merit 
component, including discretionary changes affecting individual employees on a variable timing basis and changes under 
plans instituted prior to November 14, 197 1« that do not qualify for treatment as an exception under Pay Board Regulations, 
are to be reported in column (c) below as follows: 1) Estimate what the average straight-time hourly rate will be during tlie 
pay period ending on or immediately preceding the last day of the control year. 2) Subtract the average straight-time 
hourly rate in the base period from that estimate. 3) Enter the remainder in column (c). Also, complete cokimn (b) on the 
basis of the stable work force assumption described above. Certain merit adjustments may qualify for treatment as an ex- 
ception under Pay Board regulations. If you claim such treatment.'so .indicate in item 6, Part 1 and provide' details in an 
attachment. ."ai 



See instructions for information about nonch?rgeable adjustments which should not be reported below. 



Effective 
Date 

(a) 


Adjuttm«n*» undtr mtrit plant (other 
than those adopUd on or after 
r4o««ifib«r 14« 1971) 


General wage and 

other adjustrtients 
(including skill and 
inequity, end edjust* 
ments under merit 
pfens adopted on or 
efter Novamt>er 14, 
1971) 
(d) 


Projecttd change 
on the basit of e 
stable work force 

(b) 


Estimated adiust* 
rn«nt taking turnover 
and other factors 
into consideration 

(c) 


^% General Wage Innrpasf^ - Jan. a, 


1 

! 


f 

t 

$ 1 


■ » 


(2) ' , 


f 
1 


. 1 
1 
1 


1 
I 


(3) 




\ 
1 
1 


I 
1 
1 


(4) 




f 

) 


1 

r 


(5) ; 




/ 


1 

1 


(61 TOTAL 


1 


} 

i 


1 

/ 
1 



(7) Control Year Adjustment sum of (c) and (d) (Enter this amount on fine 29, Pert tV) ^ ^ 

^ LJ- n PS 



ERIC 



Form PB-3 (4-72) 



Pag«3 



PART III. — Base Year Man-Hours and Benefit Expenditures in the Base and Control Year ^ 

Enter on line 21 the total man-hour* worked by the employees in the unit covered by this application. (Exclude paid leave hours and do not boost over* 
time or other hours to reflect premium payments.) Report for the 12 month period ending on the base date prior to the control year in question (a» 
shown at Item 10(a)). 

217 'iaseYear Man^ , /^'TTrT.*™, " . ^. . ■ . . JS^iMQ — Ho urs 

Report in items 22 and 23 employer payments to or on behalf of workers (including employer payments to trust funds, insurance companies and other ' 
carriers) for existing benefits, for improvements in existing benefits, for new benefits, ind for changes in existing benefits due solely to changes in the 
rate of employee compensation. (Do not report payments by trust funds. Insurance compantes and other Carriers to workers. Also exclude expenditures 
for those items that are legally required — such as social security, workmen's compensation and unemployment insurahce. Also exclude a'l employee 
contributions Including those withheld by the employer,) 

If exact expenditures (contributions) are not available, report your best estimate, and indicate by marking "EST." Estimate costs of improvements in exist- 
ing includable benefits by projecting existing cost levels, assuming no change in the composition of the work force, in the work schedule, and in the 
number of hours actually worked. In (he case of pension and other benefits, the'funding of which is based on actuarial estimates, provide data for tH* 
control year based on the same assumptions and on the same funding basis as was used in fnaking the base year calculations. 

In calcutatmg ba&e veai dnd conuoi vonr exponditures. make the cdlculattons on the basis ot the benefits existing at the end of tidch year, Thus, it 
benttfitd were raised during ihe base year, jssume that the cost of ine higher benefits existed throughout the yeur. Smu Idn ly, if benefits m the con< 
irol year aro to t}o riiised 3t tne end of the year, protect costs as if tno higher benefit had existed throughout ihe entire yeoi. In ttems 22 and 23, do 
not iQpoft dddittonal control ye.ir expenditures or contributions required because of changes in cost needed to maintaih base year benefits. If a uian 
is newiy introduced, miiiio your best estimate. ^ 

22. Included Benefits 



Type of benefit 



Optional 



Mandatory 
Fin in 



(1) Shift differentials 

(2) Overtime,- weekend and holiday premiums 

(3) Vacations (include bonuses) 

(4) Holidays . 

(5) Sick leave • • • •. 

(6) Other leave (funeral, jury, military, voting, etc.) 

(7) Bonuses, other than vacation and those executive or variable 

compensation plans or practices described in the instructions. . 

(8) Severance pay and supplemental unemployment benefits 

(9) Pay-as-you-go pension plans 

(10; Other benefits excluding those reportable in item 23, below, and 

those variable compensation plans or practices described in the 

instructi ons. ( Specify) , - - . --—-~r.~_-.T--- ^ 

(11) Total, lines (1) through (10) . 



Total expenditures for: 



Base year 

Ul 



12,800. 
8jOOO._ 
-0- 



$36 ,800. 



Hourly 
expenditures 
for included 
benefits 



(12) Control year (line (lib) above divided by man-hours from line 21, 
Part III) , 



(13) Base year (line (lla) above divided by man-hours from line 21, 
Part 111). (Enter results on line 25, Part IV) 



(14) Control year adjustment — (line (12) minus line (13)). (Enter 
results on line 30, Part IV) . 



Control year 
(b) 



-0- 



-0-__ 

16»800,_ _ 

„8,i400._„ 
-0- 




.LO.485.__ 

%0.02k 



23. Qualified Benefits 



Type of benefits 

(Report here data for only those plans which qualify under the provisions of Section 
203fg) of the Economic Stabilization Act of 1970. as amended. Data for all other benefits 
are to be reported in item 22.) , ' 



Optional 
niiin 



Mandatory 

Fill-in 



(1) Life insurance 

(2) Sickness and accident benefits 

(3> Other group insurance, health and welfare plans^. . , 

(4) Annuity or funded pensions (including deferred 

profit sharing) 13.280. 



(5) Other (specify)^ 

(6) Total, lines (1) through (5) 



(a) Base year (Enter results 
on line 26, Part IV) . . . 



Employer 
Contributions 
in the 
Base year 

(a) 



liP,_Q.00a 
-0- 



^200. 



-Or_-. _ 
$li"8iii80. .... 

-LiL_639 



Control year 



Extra cost of base 
year benefits as a 

result of wage 
changes (shown In 

Part tl B) 

■ (b) - 



_I_5Q0.._ 



„-0:^^ 
.?2,i6U.. 



.?_Q.028: 



(7) Total (line 6) divided 
by man-hours from line 
21, Part m: f (b) Control year 

(8) Sum of line (7)(h), columns (b) and (c) 

(9) Cost savings in control year (in cents per base year working hour) on base year benefits 

attributable to favorable plan experience in the base or prior years or to pfan changes. 
(If the savings are greater than the amount shown on (8), enter the amount shown on (8) 
(10) Increased cost of qualified benefits (line (8) minus line (9)) (Enter results on line 32. Part IV) 



Extra cost of 
new and improved 
benefits 



-Q- 



-0- 



.$._0.,25] 



.$_^0.-..- 

$0.051 



ero »4o.oi$ 



o 

ERIC 



ronn (4*72) 



Flit 4 



PART IV> — Computation of Percent Increase 



A. Base Period 

24. Average ttraight time hourly rate (from line 18, Part II) 

25. Average hourly expenditure rate (or included tMnefits (from line 22(13), Part III). . . 

26. Average hourly expenditure rate for qualified benefits (from line 23(7)(a), Part III) 



27. Bate com pent atjon rat e (sum of lines 24 . 25, and 26 ) . . . 

B. Calcuiation of Base Period Qualified Benefit Percentage 

28. Base period qualified benefits as a percent of base compensation rate (line 26 divided by line 
27, rounded to one decimal place) .... . . 



$ 5.000 



10. U% 



C. Control Year Adjustments: 

29. straight-time hourly rate adjustment (from line 20(7). Part II) 



$ 0.250 



30. Included benefit adjustment (from line 22(14). Part III) 

31. Hourly rate and included benefit adjustments (sum of lines 29 and 30) 

32. Qualified benefit adjustment (from line 23(10), Part III) 

33. Total adjustments (sum of lines 31 and 32) 



$ 0.02U 



$ 0.27U 



$ 0.051 



$ 0.325 



D. Adjustments as Percent of Base Compensation (Round to One Decimal Place) 

34. Hourly rate and included benefit adjustments (line 31) divided by base compensation rate (line 27). . , 



35. Qualified benefit adjustment (line 32) divided by base compensation rate (line 27) 

36. Total percent adjustment (sum of lines 34 and 35) 



0.^ 



Calculation of Chargeable Control Year Adjustments and Offsetting Exceptions, if any (Round to One Decimal Place) 

37. Percent offset against qualified benefit adjustment: 

a. Basis(es) for claim (place "X" in appropriate box(es)). 

(1) □ 0.7 percent rule, (2) □ 5 percent rule, (3) □ catch-up (not more than 1.5 percent), 
(4) □ Other 

If you checked (3) or (4), describe the basis(es) for your claim in an attachment containing 



(as appropriate) detailed supporting calculations and an explanation of the method used in 
calculating. 

b. Percent claimed (not to exceed percent on line 35) 



38. Qualified benefit increase chargeable against the general wage and salary standard (line 35 minus 
line 37) . . 



39. Total chargeable adjustment (line 34 plus line 38) 

40. Exceptions, as shown in itiem 6, Part I, if any, claimed as offsets to the adjustment shown on line 39. 
(Express as a percent of the base compensation rate shown on line 27, Part IV, A) . . , 



0.7 % 


0.1 


% 




% 


-0- 


% 



Certification 

I .(we), have reviewed the information contained in this application and certify that this application is provided in good faith, that 
the data submitted herewith are factually correct, are in accordance with applicable regulations and the policies of the Economic 
Stabilization Act of 1970, as amended, and that (unless jointly certified) a true copy of this application has been served on the 
agent, if any, of the employees covered in this unit. 





Type name and title. 




For 






Employer 


Signature 


Date 


For Labor 

Orsanizatlon 
For Collective 
Bargaining 
Adjustments 


Type name and title 


Signature 


Date 



ERIC 



f^°;PB-3A 

October U72 
Pay Board 
Washington, D.C. 


OPTIONAL SHORT FORM APPLICATION FOR GENERAL 

WAGE, SALARY AND BENEFIT ADJUSTMENTS IN 

APPROPRIATE EMPLOYEE UNITS OF LESS THAN 1,000 

Not to be used for adjustments in executive or variable compensation plans as defined 
by Pay Board Regulations. 


0MB 167R/0003 


Approval expires: 
4/30/73 


Items 1 and 2 are not to be completed 
by Applicant. 


1. IRS Control Number 


2, PB Case Number 



PART I. — General Information 



3. Number of employees in unit affected by this application (dur- 
ing pay period reported at items 16-18) j^Q 



4. Type and location of employees (e.g., salaried employees in 
Rye, N,Y. plant). 

Ho-urly Paid Equipment Adjusters 



5. Principal product, activity or service of employer operation. 
S pecial Machin e Assembly 



6. a. Control Year; From NOVr 1971 

To Nnv- 13» 197'^ 

b. Were these dates selected by exercising an option, under 
■ Pay Board regulations, to set your first control year? 
(a) Yes □ (b) No K) 

(If yes, describe the basis for the dates In an attachment,) 



7. Type of adjustment: 

a. □ Deferred increase under contract or pay practice exist- 

ing on or before November 13, 1971. 

b. |2S) Other wage or benefit adjustment. 



8. In the adjustment being reported; will there be a practice of 
or a contractual agreement to automatically adjust wage rates 
for changes in the cost of living? 
a. Yes □ . b. No Kl 

(If yes, describe the timing and method of adjustment in an 
attachment.) 



9. Have any wage, salary, or benefit adjustments —other than 
those reported on this form — been made during the control 
year described at item 6? a. Yes □ b. No (J 

(If yes, describe the adjustments and their amount In an 
attachment.) 



10. During the last 12 months, has a PB form covering any of 
the erriployees covered by this application been filed with 
the Internal Revenue Service or the Pay Board? 
a. Yes □ b. No iS 

c. tRS control number from previous case 

d. Pay Board case number from previous case 

e. Is this submission intended to be a substitute for one 
previously filed? 

(a) n Yes (If yes, give reasons in an attachment.) 

(b) (3 No 



11. Is this form being filed for exception to the General Wage 
and Salary Standard? 
a. □ Yes b. (S No 

(If yes, complete item 12.) 



12. Specific exception(s) requested (state exception here, enter 
p ircentage claimed on line 30 and describe exception(s)/ 
''/nowing detailed, calculations, if applicable, supporting the 
percentage claimed, in an attachment). 

NONE 



13. 

Employer or 
Association 
making this 
Application 


a. Legal and trade name (''f any) 
STiecial Machine Co . t Inc • 


b. Employer identification number (IRS) 

123-U56789 ■ 


c. Address (nurriber, street, city or town. State and ZIP Code) 
123 First Avenue, Etcetera, MD ' 20760 


d. Individual in company or association to be contacted for further information 
J, P. Special 


e. Telephone (area code and number) 
301-123-U567 


14. tf the employer or association described above is a part of or subsidiary to another employing unit that has a name (legal or 
trade) different than shown above, complete the following, otherwise, skip to item 15. 


Parent 
Company 


a. Name 

NONE 


b. Employer identification number (IRS) 



15. If^the wage, salary, or benefit adjustments described in this application are being made under the provisions of a collective bar* 
gaining agreement, complete the following; otherwise, skip to Part ii. 





a. Name and affiliation 


Union 


b. 


Address (number, street, city or town. State and ZIP Code) 




c. 


Individual in union to be contacted for further information 


d. Telephone (area code and number) 




e. 


Date contract was signed 


f. Duration of contract: 

From: 


To: 



CERTIFICATION: f (we) have reviewed the information contained in this application and certify that the data submitted herewith are 
factually correct, and in accordance with applicable Pay Board Regulations, and that (unless jointly certified) a true copy of this ap< 
plication has been served on the agent, if any, of the employees covered In this unit. 



FOR 

EMPLOYER " 


Type name and title 


Signature 


Date 


FOR LABOR 
ORGANIZATION FOR 
COLLECTIVE BARGAINING 
ADJUSTMENTS 


Type name and title 


Signature 


Date 



PART II. ^ Computation of Base 



16. To^l payroll expenditures at straight-time rates, or at average straight-time piece rate earnings, during the 
most recent pay period available prior to the control year. (Include straight-tlme pay for overtime^ weekend 
and hotiday work and all paid leave hours, but exclude any premiums or differentials above the straight-time 
day shift hourly rates for such time, Also exclude all payments to workers, funds, or other carriers, for non- 
production bonuses, severance or supplemental unemployment benefits, pay-as-you-go pension plans, life in- 
surance, savings and thrift plans, other health, welfare, pension or deferred proiit sharing plans; and all legally 
required expenditures (e.g., for social security, unemployment insurance, and workmen's compensation). 

If the base payroll period for which data are requested is not a representative one, for seasonality or other 
reasons, provide ctata for a representative period and explain in an attachment why data for the most re- 
cent period were not reported $ 8 J.OOJD. 0P„ 

17i Total man-hours paid for (including all paid leave) during this payroll period. Include actual, not boosted, 
overtime and other hours equivalent to the straight-time payments noted on line 16. (In the absence of fixed 
hours for salaried or other employees, make reasonable estimates of hours paid for during the payroll period 
and explain the basis for the estimate in an attachment.) 1 , 60 0 . 00 

18. Pay period used. From November T> 1971 To Novejnber 13, 1972 ^^"^'^ 

19. Average straight-time hourly rate (line 16 divided by line 17) $ 5^0Q«. 

20. Benefit factor 1.07 ' 

21. Base compensation rate (line 19 multiplied by line 20) , . $ 5-35 



PART Hi. - Control Year Adjustments 



: 22. List the amounts of all straight-time hourly rate adjustments (including skill and inequity adjustments) in cents per man-hours 
that are scheduled to be implemented during the control year described at item 6. 

Pay adjustments, being made for employees under an employment contract or practice, based on, or that includes a merit 
component (including discretionary changes affecting individual employees on a variable timing basis and changes under plans 
instituted prior to November 14, 1971, that do not qualify for treatment as an exception under Pay Board l^egulations) are to be 
reported as follows: (1) Estimate what the average straight-time hourly rat*» will be during the pay period ending on or immediately 
preceding the last day of the control year. (2) Subtract the average straight-time hourly rate In the base period from that esti- 
mate. (3) Enter the remainder on line (a). Certain merit adjustments may qualify for treatment as an exception under Pjy Board 
Regulations. If you claim such treatment so indicate in item 11, Part I and provide details in an attachment. 

Make all other adjustment calculations, assuming that there will be no change in the composition of the unit between l.he base 
date and the end of the control year or in the composition or structure of hours rn the base and control years and enter the 
amount of the adjustment(s) on lines (b)-(d) and show corresponding effective dates, 

Pay adjustments made under the provisions of merit plans or practices enterecf into since November 13, 1971, are to be reported 
as a general wage and salary adjustment. 

If changes are being made in piece rates, enter the increase in hourly, earnings, if any, that the average worker will receive during 
the average hour (assuming no change in worker output), Where control year adjustments vary among employees, indicate 
overall average increase in cents per hour, prorated over all employees in the unit on the basis of man-hours paid for during 



the base payroll period. 

Merit plan adjustments (not including adjustments under plans adopted after November 13, 1971) (a) $ 

General wage and other adjustments: Effective date January 1, 1972„ * ^ 0»?5_ 

r_z:J''--'zi' J^Z. (c) $ 

; W 1 

23. Wage adjustment in control year (sum of all entries at itern 22a d) $ P.25.... 



In completing items 24 and 25lcount as included benefits these enumerated at Part Ifl item 22 of the regular 
(long Torm) PB-3 and as quarified-benefits those enumerated at Part III item 23 of the regular (long form) 
PB-3. Cost the benefits as if those that will be in existence at the end of the control year had been in ple- 
mented at the beginning of the year. If the cost of the benefits is associated with wages or safaries, cost 
them on the basis of the wage or salary rates that will be in existence at the end of the control year. -Base 
year hours worked, are all hours paid for during the base year minus paid leave hours. 



24. Cost of new or improved included beriefits per base year hour worked $ . 00 

25. Cost of new or improved qualified benefits per base year hour worked $ . 023 



PART tV. — Adjustments as a Percent of Base Compensation _^ 

28. Wage adjustment (item 23 divided by item 21) k.7 % 

27. Included benefit adjustment (item 24 divided by item 21) . . % . 

28. Qualified benefft adjustment (item 25) divided by the product of the average straight-time hourly rate (from 
. Ime 19) multiplied by 1.19= less qualified benefit standard (see instruction at Part IV item E 37a of 

: the regufar (long form) PB-3) of '. %(lf you claim eligibility for more than 0.7% provide documentation 

of your claim with appropriate satistics in an attachment) ♦ 0 % 

29. Total chargeable adjustment (sum of lines 26, 27, and 2a) h . 7 % 

30. Exceptions, as shown in item 12 Part \, if any, clainled as offsets to the adjustment shown on line 29 

(Ej(press as a percent of Base Compensation Rate shown on line 21, Part It) ■ % 
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Chapter IV 



PHASE III REGULATIONS 

U,l §130.1 SCOPE 

U.ll § 130.1(a) 

This part supersedes the provisions of the Pay Board Regulations and Price Commission 
Regulations except with respect to the food industry, the health industry, and the construction 
industry. However, the provisions of the Price & Pay Regulations serve as a guide in applying 
the general standards set forth in this part. 

U.12 § 130.1(b) 

Any report required to he filed with the Pay Board or the Price Commission under the 
provisions of Chapter II or III or any rule, order or regulation of the Cost of Living Council 
in effect on January 10, 1973 which was not filed by that date,, shall be filed with the Council 
in the form and within the time in which it would have been filed with the Pay Board or the 
Price Commission. 

h.lT § 130.1(c) 

Renegotiation provisions in price, rent, wage, or salary contracts which depend for 
their operation upon the modification or termination of the Economic Stabilization Program are; 
declared inoperative as unreasonably inconsistent with the goals of the Program. This part 
shall not operate to permit : 

1. A retroactive increase in' prices, rents, wages or salaries for goods or services 
sold or leased or work performed while the prices, rents, wages, or salaries were subject to the 
rules of the Price Commission or the Pay Board, or 

2. A prospective increase in prices, rents, wages, or salaries under the terms of a 
contract subject to a Price Commission or Pay Board decision and order, except to the extent 
consistent with such decision and order. 

First - This section operates to halt reopeners which were tied to modifications or 
terminations of the Economic Stabilization Program. 

In- this regard when conducting a compliance check look closely at any reopener lan- 
guage and determine whether.it was tied to stabilization and if so whether increases were paid 
under it . 

Note that where no reopener exists, this section does not operate to stop the parties 
of their own accord. from reopening their contract and granting further increases, 

. At the inception of reading this section one must mderstand that CLC has interpreted 
contract to include "pay practices" as well. 

Second - § 130.lCc)(.i) clearly indicates that retroactive wage increases for services 
performed up to January 11, 1972, are not allowed BUT CLC has interpreted this to mean increase, 
above the ^.^% standard or applicable exception. See 3 130.15. 



i.e. Employer and union with second control year beginning December 1, 1972, finally 
complete negotiations in February 1973,. 5.5^ could be paid from December 1, thru January 10 - 
then Phase III standard applies. Suppose the increase negotiated was 10^ - retroactively is 
subject to CLC procedures outlined in § 130.15. , 

Third - § I30.l(c)(ii) is of paramount importance to the compliance effort in that it 
establishes the binding effect of Pay Board Decisions and Orders. This means that during the 
.term of the D Se 0 it cannot be violated. 
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k.lk § 130.1(d): DECISIONS AND ORDERS OF THE PAY BOARD 



Under the riiles in effect during Phase II, decisions and orders were issued by the 
Pay Board with respect to executive and variable compensation plans, practices, and programs. 
Many decisions and orders did not provide for expiration dates and others required only that 
certain payments, awards, or grants be charged as wages and salaries when such payments, awards, 
or grants were made. Under Phase II rules, the payments, awards, or- grants which were, charged' " 
as wages and salaries were applied against the standard in the control year in which they were 
paid (except in the case of deferred payments). With the progression to the self-administered 
controls of Phase II, it now becomes necessary to clarify the status of, set expiration dates 
for, and provide treatment, for payments, awards, or grants made during Ph? e III, that were 
subject to decisions and orders issued under the rules in Phase II. 

Accordingly, a new paragraph (d) has been added to § 130.1 to provide specifically 
that decisions and orders issued by- the Pay Board shall be effective only for payments, awards, 
. , or grants made with respect to plan, practice or fiscal years (as appropriate), beginning prior 
to January 11, 19T3. Furthermore, new § 130.1(d) provides that such payments, awards, or grants 
made during Phase III which are required by decision and order of the Pay Board to be charged 
as wage and salary increases, should be added to other wage and salary increases, and that the 
total of such increases is subject to the general wage and salary standard provided in § 130. 12. 

Although § 130.12 (general standard) will apply in many situations where payments, 
awards, or grants are made during Phase III, that' section may not be applicable if anothejr Pay 
Board decision and order limits wage and salary increases which applies to a control year which 
' ends after January 10, 19T3. In that situation, new § 130.1(d), requires that if they are to be 
charged as wages and salaries the total of wage and salary increases to be paid must be consist- 
ent with such other decision and order, in accordance with § 130. l(c ) ( ii ) . This is known as 
the "Double D & 0 situation." Also, 8 130.12 will not" apply to pay adjustments affecting em- 
ployees in the food, health services and construction industries since these are under manda-- 
tory controls. " For such industries t"^he payments, awards, or salary increases, therefore, remain 
subject to the rules and reguia.tions applicable to those industries. 

Where a decision and order with respect to executive and variable compensation does 
;not provide that excess grants are to be charged as wages and salaries (as in cas'es involving 
stock options issued at 100 percent of fair market value), the grants made must be consistent 
with the limitations of the decision and order, (i.e., subject to an aggregate share limitation). 

H.I5 § 130.6: THE "SPRING" REGULATION 

This section was published May 30, 19T3. The purpose of the regulation is to prevent 
the so-called "spring effect" on wages and salaries because of the removal of mandatory controls. 
The regulation provides that if a wage increase for a job or appropriate employee unit was re- 
duced because of the operation of the general standard, or_ an action of the Pay Board or IRS, 
the removal of controls cannot result in the wage rates, "springing" to the levels that would be 
in effect under the contract or pay practice if there- had been no controls. Instead each sub- 
sequent increase for the duration of the contract or pay practice must reflect the reduction 
that occurred during Phase" II. " ■ 

' Example : Unit A*s BCR during Phase II was $H.OO/hour. Unit A*s contract, effective • 
: July 1, 1972 called for an increase of .50/hour or 12.5^. A second increase of .50/hour was 
called for on July 1, 19T3. Unit A was held by . IRS to a 5*5^ increase during Phase II, or 
.22/hour. Therefore, on June 30, 1973, Unit A*s BCR is $U.22/hour. Unit A may not now restore 
the .28/hour, and add to it the .50 called for on July 1. Unit A may, subject to challenge , 
implement the .50/hour increase bringing its average to i*.T2/hour, (rather than the $5.00/hour 
rate that is prescribed in the contract). § 130.6(b) permits Unit A to apply to COLC for the 
remainder, and to pay it if COLC takes no action within 60 days. ' 

The regulation takes into account the fact that many units implemented their full 
• contract rate immediately upon the announcement of Phase III. Such action is not a violation; 
however, the increase must be reported to COLC within 30 days after May 3,0, -.197 3. 
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h.2 SUBPART B - GOALS AND* GENERAL STANDARD 



U.21 § 130.10 Goals 



The goals of the Economic Stabilization Program are to reduce the rate of inflation 
further in 1973 and to establish general confidence in reasonable stability of prices beyond 
1.973. The Economic • Stabilization Program is designed to encourage private behavior that is 
consistent with those goals. 

k.22 § 130.11 Standards 

This subpart establishes standards for private behavior which are intended to be ap- 
plied voluntarily and on a self-administered basis. The standards do not apply to pay adjust- 
ments affecting employees of firms in the food industry, the "health services industry, or the 
construction industry. 

^.23 8 130.12 General Wage and Salary Standard- ' 

The general wage and salary standard is a 5 '5 percent increase per annum. The stand- 
ard shall apply to any pay adjustment payable with respect to an appropriate employee unit after 
January 10, 1973. Adjustments in excess of the standard may be made only as necessary to re-^ 
fleet qualified fringe benefits or to prevent gross inequities, serious market disruptions, or 
localized shortages of labor. The policies and principles, including the computation methods, 
contained in the Pay Board's regulations in effect on January 10,19733 can be used in applying 
the standard. N"o wage or salary increase should be placed into effect which is unreasonably in- 
consistent with the standard or -the goals of the Economic Stabilization Program. 



Comment : Note that as we later speak we are only concerned here with industries sub- 
ject to voluntary compliance. 



I 



.Under 3 130.12: The standard is 3*3%^ but as you may have noted, CLC tends not to • 
emphasize the 3.5% figure but uses such terms as are found in the last sentence of § 130.12. 

1. Many people have been confused by the language in § 130.12 with respect to "qual- 
ified benefits'*. This language is not intended to change the Pay Board qualified benefits 
standard for computational purposes (see later S 130.110 qualified, benefits are. still in the ; 
base compensation ra^e despite arguments to the contrary). 

2. Many people have attempted to get CLC to make their decision for them as to, what 
-is allowable under § 130.12 (i.e., how far can I go over 5*5% or a self executed exception with- 
out risking challenge). The intent of the Phase III prpgrain is to encourage people to make 
these decisions themselves--neither CLC nor IRS is to become a crutch. Therefore, advisory 
opinions are not issued. People who self execute would be well advised to document of their 
own files the reasons for believing they are entitled to an exception. ■, • _ 

3. Note Pay Board regulations can be used in applying the standard. 

Obvious problems arise where an employer had a contract in effect. prior to Janu- 
ary 11, 1973a calling for say 10 or 15% increases during 1973. The employer may think such in-j 
crease excessive in view of the stabilization effort. The Union, however, may want to enforce 
the contract. Note: The Council does not agree that all pre-Phase III contracts will inevita- 
bly be paid under the voluntary compliance rules. Parties are expected to apply 130.12. The 
employer says that under .old Pay Board regulations (§ 201.35) he could have challenged the in- 
crease as a Party at Interest. There are no Party at Interest challenges in the voluntary sec- 
tor, though an '.employ er , of course, can write CLC and notify CLC of the size of the pending in- 
crease—no action is promised- 

k.2h § 130. lU Executive and Variable Compensation for. Industries Under Voluntary Controls 

During Phase II, certain payments, awards, or grants under existing executive and '■' 
variable compensation plans, practices, or programs were permitted to be made under Pay Board 
rules without being charged as wages and salaries. The same was true for replacement modified 
Q sed plan practices or programs. A new 130. 1^+ states the Phase III policies for all the 
::^J^(^lans, practices or programs, • 



Appendix B of Part 130 (as appropriate) in determining whether payments, awards, or 
grants are charged as wage and stilary increases. Under new § 130. ih, these "excesses" should 
he added to other wage and salary increases paid in the appropriate employee unit and the total . 
considered against the general standard of 8 130.12. 

1. Certain stock option plans . Section 130. ih provides that stock option grants 
during Phase III under plans which meet the four requirements of 201.T6(b)(l) should not exceed 
the applicable aggregate share limitation except to the extent necessary to prevent cross in- 
equities, serious market disruptions, or localized shortages of labor. 

2. Replacement, modified, and new plans, practices, or prograjns . Under Phase III 
rules, certain plans, practices, or programs were required to be submitted to the Pay Board for 

: prior approval. This generally was the case when an employer replaced, modified, or revised 
a plan,, practice or program or adopted a new one in which the amount of compensation exceeds 
that of the old plan, practice or program. 

In considering submissions for prior approval, the Pay Board applied certain princi- 
ples, policies, and conditions not set forth* in Pay Board regulations. A new Appendix B has 
been added to part 130 to provide guidance to employers in the above situations. 

In the food, health, and construction industries the rules and regulations prescribed 
during Phase II continue to apply and requests for prior approval, as appropriate., ..should now 
be submitted to the COLC. 

(a) Incentive compensations plans or practices . During Phase III an employer may 
replace, modify, or revise an incentive compensation plan or'practice in effect on November 13» 
1971; as defined in §.201.7^ and 201.75 of Pay Board regulations, without prior approval. How- 

...ever, any payment made under such plan or practice in excess of the allowable amount or in ex-: 
cess of the payments which would have been made under the prior plan or practice should be 
treated as an increase in wages and salaries and apportioned to the appropriate employee units 
of participants. 

Where a new incentive compensation plan or practice is adopted payments with respect 
to the first plan year of operation {the consecutive 12-month period starting with the effective 
date of the plan) should be treated as an increase in wages and salaries, and apportioned to 
the AEU of the participants. 

(b) . Certain rules for certain types of incenti\'"e compensation plans > The special 
rules in new Appendix B rle.qcribe the '-valuation which, should be used for awards under new per- 
fonriance share plans and phantom stock' plans adopted in Phase III to- determine the increase in 
wages and salaries for participants. 

(c) Stock option plans . An employer may replace or modify or revise an existing 
stock option plan which- meets the requirements of § 201.76(b) (l ) (i) (a)-(d) of Pay Board regu- • 
lations after January 10, 1973, without prior approval. However, the aggregate share limita- 
t±on which was applicable for the prior existing plan under Pay Board regulations should continue 
to be the. aggregate share limitation for such replacement, modified, or revised plan. If a new 
stock option plan . ( i.e .'j-one- which . is not a replacement , modification, or revision of an exist- • 

.: ing plan, and one which meets the requirements of § 201 .76 (b) (1 ) (i ) (a), through (d) of Pay 
Board regulations) , is adopted after January 10, 1973, the aggregate share limitation for the 
fiscal year in which such -plan operates is 25 percent of the number of shares authorized for 
stock option grants under the plan. ^ 

( d ) Sales or commission plans or practices and certain production incentive programs . 
Sales or commission plans or practices and certain production incentive programs, as defined in 
6^201.77 of Payj Board regulations, which are applicable to employees not subject to a collective 
bargaining agreement and which were in effect on November 13, 19719 may operate under their terms 
without being treated as an increase in wages and salaries as long as such plans are not re- 
placed, modified, or revised. 



Pa.vinenbs made under a revised, modified, or replacement sale a or commission plan or 
practice oj* production incentive prograjn adopted in Phase III, which result in an increase in 
compensation over thai which would have been payable under the prior existing plan when meas- 
U2*ed against the level of aales or production volume at the time of determining payments under 
such prior plan, should be treated as an increase in wages and salaries for participants. Pay- 
ments under a new sales or com::iission plan or practice or production incentive program is also 
treated as an increase in wages and salaries to participants covered by such plan, etc. 

Payments treated as an increase in wages and salaries under these guidelines should 
be included in the base compensation rate of the appropriate employee unit for purposes of 
merisur-ing wage and salary increases for subsequent control years. 

3. § 130.15 Retroactive pay adjustments for work performed on or before Jan. 10, 
1973. This section was designed primarily with "Phase 2^-^" cases in mind - that is, contracts 
agreed to after January 10, 1973 which are retroactive to a date prior to January 10. Under • 
§ 130.15 such payments may be made by employers in the voluntary sector if they do not exceed 
the standard, or if they meet the criteria for a self-execxiting exception and do not exceed the 
statutory percentage limitations. 

Payment may also be made pursuant Lu other exceptions, including section 201.30, but 
such payments must.be reported to COLC , which may order them ^repaid if it is not satisfied that 
the increase was justified. 

Note: This section' does not apply to firms in the mandatory sector, nor does it 
apply if -there was an exception request filed prior to January 10, or if there is a Pay Board 
D fic 0. covering the period for which' retroactivity is sought. 

I+.3 REPORTING AND RECORDKEEPING FOR VOLUNTARY COMPLIANCE 

Section 130.23 and 130.21; provide, respectively, that pay adjustments which affect 
5000 or more employees must be reported to the Council and those affecting under 1000 are sub- 
ject to recordkeeping. All reporting is to be made to the COLC. 

These sections are self explanatory with the following exceptions: 

-1. Even though the section does not specifically mention the "appropriate ■ employee 
unit" concept, such concept should be used when determining whether a pay adjustment applies. to 
or affects 1,000 or more or 5,000 or more employees. 

?. Until new forms are devised or further regulations are issued the appropriate 
forms to use for reporting and recordkeeping are the PB-3 and PB-3A forms. 

l.h MAI^DATORY CONTliOLS 

The Phase II rules remain mandatory for the Construction and Health Services Indus- 
tries and mandatory for the Pood Industry until March 29, 1973. (Subparts F, G, and H) / 

U.kl Construction Industry 

In the Construction Industry there are no special new developments except that CISC ~ 
and COLC have continued mandatory coverage for certain otherwise nonconstruction operations. 
Section 130-72 (b) provides .that in addition to those pay adjustments already determined to 
•iVfecl employees in construction, the following are also to be considered construction opera-: 

t ions-. ■ ■ ..... 

1. Pay adjustments under the terms of a construction industry collective bargaining 
agreement which covers both construction and noncon struct ion operations; and 

2. Pay adjustments under the terms of a nonconstruction collective bargaining agree 
ment which — 

(a) Continues a close historical relationship which has been established to a con- . 
«+:?i[i'"t ion I industry collective bargaining agreement; and covers delivery of materials to a con-, 
f /^"b ion ! site, and/or onsite application of materials -under circumstances in which a dispute : ,.' 
ring such nonconstruction agreement would cause onsite coristruction operations to be more ■ 
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than marginally interrupted. 



k.h2 § 130.60Health Services 

During Phase II there wasnH any need to define health service provider j with respect 
to wages. The Price Conimission did, however, establish special rules for health ser/ice pro- 
viders. Until changed it is COLC position that only employees of Health Services Providers as 
defined in Appendix I to Part 300 of Price Coirmiission Regulations are subject , to Phase II wage 
controls. 

Appendix I - Institutional and Noninstitutional Providers of Health Services 

Pursuant to § 300-,l8 and 300.19, this Appendix lists examples of the institutional 
and noninstitutional providers of health services subject to those sections. The lists are not 
intended to be exhaustive. 

Institutional providers include hospitals, nursing homes and other inpatient health 
care facilities. The noninstitutional providers include physicians, dentists and nurses. It 
would serve no purpose to restate here the entire list, however, in any case where a question 
arises it should be consulted. Although not '^exhaustive," it is exhausting. 

h.k3 8 130.58 The Food Industry 

The Food Industry was controlled under Pay Board regulations until March 29 ^ 1973, 
when a whole new^ ball game was instituted with respect to reporting and prenotif ication . The 
Pay Board computation rules, however, still are used. For the purposes of this section of the 
^course we will only attempt to tell you whether the employees are food or not food. 

1. If the employer does not receive 20^ of his revenue or 50 million dollars of his 
revenue from the SALES of food his employees are not covered (b 130.51 ). Food is defined in 
* 130. HQ as follows: 

"Food" means items produced or manjifactured for human ingestion except 
alcoholic beverages, tobacco products, or drugs. An item is not food^ 
within the meaning of this definition until it enters into a process- 
ing stage where it is intended for use as or in a product for human in- 
gestion. 



2. If the employer IS exempt ' from price controls because of Subpart D his employees 
are not covered (combination 01 s l:i0.5y(b) and S 13O.51). , Subpart D you will note exempts 
most raw agricultural goods. 

But the mere fact that some of an employer's price's are exempt under , Subpart D does 
not exempt his employees if sales from his nonexempt food products meet the 20^ or 50 million 
dollar test, i.e., vertical intergration of Green Giant foods where it processes as well as 
grows, (one corporation) 

3. If the employer is' not exempt under (a) or (b) then his employees are potentially, 
controlled. To determine whether given employees are controlled one must look at the composi- 
tion of the appropriate employee unit . If 50^ or more of the employees in the unit are engaged 
"in ''*food operations/^ the entire unit's wages are controlled. If 60 or more employees in the 
unit are engaged in food operations, then those particular employees are controlled. 

(a) § 130.110 defines food operations as follows: ■ - -.-^ 

'^Food operations", means the growing, harvesting, manufacturing, pro-' ]. 

duct ion, raising, packaging, storage, distribution, transportation, | 

or sale of food or the re'ndering of administrative or support functions I 

for such activities. ^- . 

(b) Note that there are no small business exemptions any more. Restaurant employees 
pi-o vioM trolled. 



i* . 5 * PHASE-IN REGULATIONS FOR PRENOTIFICATION 



On April 20, 1973 the prenotification .requirements were modified (38FR 9825). 

Under the new regulations the prenotification of all wage and salary increases in 
the food industry will generally not "be required until August 1, although prior approval for 
amoimts in excess of the general wage guideline (and self-executing exceptions) will continue 
to he required. 

Increases under new contracts or pay practices agreed to on or after August. 1, 1973 
must T;e prenotified to' the Cost of Living Council and receive prior approval before they may he 
implemented regardless of the size of the increase. 

Wage and salary adjustments agreed to between March 29 and August 1, 1973 may be put 
into effect prior to August 1 if they do not exceed the wage guideline (and self -executing 
exceptions) although such actions must be reported to the Cost of Living Coimcil within 10 days 
of the scheduled increase. : 



Pay adjustments scheduled to be put into effect prior to August 1, 1973 under terms 
of agreementc reached between November 13, 1971 and March 29, 1973 may be implemented without 
prenotification if they do not exceed the guidelines and exceptions for the entire contract 
year although they must also be reported within ten days. 

Increases under agreements which date back prior to November iky 1971 >. as in Phase 
II, may be put into effect under their original terms without prenotification prior to August 
1> 1973', although they must be reported and will be subject to challenge. . - 

Generally, after August 1, 1973,. pay increases, regardless of amount, will require - 
prior approval form "the Cost of Living Council before they may be put into effect. 



Chapter V 



SOME CHAKGES IN RECODIFICATION OF INITIAL PAY REGUUTIONS WORTH SPECIAL NOTE . 



5.1 NE\^ JOBS, JOB CLASSIFICATIONS OR POSITIONS 

5.11 General 

Section' 201.62 provides -rules for the determination of pay rates for newly 
created Jobs in two situations: 

1. pay rates for newly' created jobs within an ^ixi sting appropriate employee 

unit; and 

•2, pay rates in a newly created appropriate employee unit consisting entirely 
of new Johs . 

This section does not apply to the hiring of new~eli5Dldyees to fill existing jobs, 
the reclassification of existing jobs within an appropriate employee unit, or the deter- 
mination of pay rates in a newly created, appropriate employee unit which contains new and 
■existing jobs. 

The initial rate for a new job is determined with reference to comparable jobs; 
this comparison must include the following factors: 

1* duties, responsibilities and skill requirements; 

2. length of service or experience in similar jobs; 

3. hours of work; and 

k. method of compensation (e.g., commission, piece rate, salary, hourly rate, 
and amount of benefits provided, and longevity or automatic progression schedules). 

According to the regulation, the jobs or positions used for this comparison must 
be selected in the following order: 

1. comparable jobs in the same employee unit; 

2. comparable jobs in the same firm; 

3. comparable jobs in the same local labor market area; or 
k, comparable jobs in other firms in the industry. 

If comparable jobs exist within the same employee unit, the comparison must be 
based on such jobs; in the absence of ''comparable jobs in the same employee unit (or if it 
is- a new appropriate employee Unit), a comparison must be' made with comparable jobs in the 
same firm (if any). If comparable jobs do not exist in the same employee unit or same 
firmy a comparison must be made with comparable jobs in" the same labor market area (if any ), 
etc. (NOTE: Just prior to the end of Phase II, the Pay Board decided to permit reference- 
'bo - the appropriate comparability source, even if not in the order specified under the 
regulation. This modification is considered to be in effect. 

5.12 Existing Units 

The comparison of jobs with similar duties and responsibilities determines the 
"initial rate" for the new job . Employees hired in the new job or position may be paid, at. 
the initial rate established in this manner without charge to the existing unit's maximum. 
O ^.ble annual aggregate increase . 
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However, a pay rate established for a new job which exceeds the "initial rate" 

deteiTTiined by the Job comparison is a chargeable control year adjustment to the extent 
that the established pay rate exceeds the "initial rate." 

Example : Firm J employs members of appropriate employee Unit L. During L's 
third control year, J established a new job within L. After completing a job comparison 
with similar jobs in Unit L, J determined that the initial rate for the new job is $U.OO 
per hour for a ^0 hour week. However,, J decides to establish the pay rate for the new job 
at $k.50 and. hires five employees at the $k.30 rate. The $.50 per hour for the five new 
employees is a chargeable increase for Unit L. t 

The initial rate ($U.OO in the above example) is not included in the base 
compensation rate of the appropriate employee unit for the control year in which the job 
was created. 

5.13 New Appropriate Employee Units . 

The pay rate for a new appropriate employee unit consisting entirely of new Jobs 

may not exceed the "initial" rate determined by the job comparison method described above 
during the new employee unit's first control year. The first control year of a new 
appropriate employee unit is a period of 12 months or less ending on November 13, succeeding 
its formation. 

Example ; A new appropriate employee \m±t consisting entirely of new jobs was 
established" on January 1, 1972, The first control year for the new vxilt is January 1, 1972 
to November 13, 1972; the second control year is November lU^ I972 to November 13, 1973. 

If a pay rate established for a new job in a new appropriate employee unit 
(consisting entirely of new jobs) is less than "initial rate" determined by the job 
comparison, the pay rate for the new job may be increased to (but not in excess of) the 
"initial rate" during the first control year. 

Example : The "initial rate" for a new job (B) determined by a job comparison 
study is $U.O0 per hour. The pay rate for job B is set at $3.75 per hour when the appropriate 
employee- unit is established. The rate for job B may be increased to $U.OO per hour during 
the first control year of the new lanit . 

The only increases which may be paid in excess of the "initial rate" during the 
first control year of a new appropriate employee unit consisting entirely of new Jobs are 
increases excluded under Section 201.60. However, a new appropriate employee unit will not 
meet the requirements of 8201.60(b) or (c) since the unit was not covered by a longevity or 
automatic progression plaji in existence on November 13, 1971- ' 

5.2 SPECIAL COMPUTATIONAL RULES §201.6U(a) and (b) 



5.21 Cost of Living Allowance 



This computational rule is a modification of the "sum of the percentages" 

computation method. Cost of living increases pursuant to a "generally accepted escalator 
formula" may be time-weighted. (See §201. 6U (a). 

A "generally accepted escalator formula" is determined with reference to prior 
contracts or pay practices of the employee unit , or to escalator formvilas covering 
comparable employee units in the same industry. A widely Used escalator formula provides 
for a 1^ an hour increase in wages for each O.U increase in .the consumer price index;\ 
payments are made annually , semi-annually, or on occasion, every calendar quarter. 
Stipulations are often included in escalator formulas for maximum and minimum payments. See 
Pay Board-Ruling 1973-I. 



^ ■ Computation — The special computational rule permits a cost-of-living adjustment 
to be time-weighted by the number of months it is in effect during the control year. The 
computational method can be illusti»ated as follows: 

(cola ) ^ Mumber of months in effect 

(Increase) ' .Number of months in control year 

The following table illustrates the method to be. used in computing increases 
pursuant to this exception: " *^ 

Calendar year = control year Date/Effect (^/hr . . % Increase Cumulative Total 

Base compensation rate $5/hr. 



General increase . 


1-1-72 


200/hr 






.oU 










12_ 








COLA 


.1-1-72., 


l<^/hr. 


xl2 .= 


l<^/hr.'. 


.002 


. .0il2 
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i+-l-72 


2<^/hr. 


9 

xl2 = 
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1.5^/hr. 


.003 


.Oii5 


COLA 


7-1-72 


8<^/hr. 


xl2 = 




.008 


.053 


COLA . 


10-1-72 


U<^/hr. 


3 

xl2 = 


l(^/hr. 


.002 


.055 



In the above illustration, the time -weighting of the cost-of-living increase 
yields atotal increase for the control year of 5.5^. Without time -weighting, the total 
increase would have been $.35 an hour or 75? on a base of $5.00. 

The cost-of-living increases computed pursuant to this special rule are included 
with other control year adjustments in the average straight-time hourly rate. This special 
rule is not an exception to the 5*5^ standard. In the above illustration, the general 
increase and the two ■ cost-of-living increases (time-weighted) cumulated to i+.5 percent' as of 
i+-l-72.. If on 6-1-72 a general 1.0/S increase were scheduled to go into effect, the 
cumulative total of increases during the control year would be 5-5 percent as of that date; 
therefore, no further increases may be given without an exception. 

5.22 Reduction in Hours 

A reduction in the scheduled hours worked per week, day, or other unit of time 
without a proportionate decrease in pay is a chargeable adjustment in the base compensation 
rate for .the control year. (See Section 201.6i+(b). 

5.221 a. General Rule . — The base compensation rate is an hourly rate 
determined by dividing .the total cost of wage and salaries by the total man-hours paid (for 
straight-time payroll expenditures) and total man-hours worked (for included and qualified 
benefit costs). Any decrease in thej denominator (man-hours worked or paid for) attributable 
to a reduction in scheduled hours worked will result in an increase in the hourly base 
compensation rate. This adjustment affects the base compensation rate (direct effect) and 
the control year adjustments which are calculated on the basis of hours worked or paid for 
during the basis year (secondary effect). 

• The direct effect of a reduction in hours is a percentage increase in the base 
■compensation rate which is determined as follows: 

(scheduled hours worked in base) (proposed schedule of) 

( period ) ( hours worked ) x 100 = % 

: proposed schedule of hours worked 

Example 1 ; The scheduled hours worked in the base period for Unit V was hO hours 
-per week; during the control year, the employer of Unit V plans to reduce the scheduled 
number of hours worked per week from Uo to 35 hours.. The direct effect of reduction in 
Vn^i^"^ li+.3f. /(i+0-35) - 35 = .1^3; .lh3 x 100 = lU.3i/. 



The secondary effect of a reduction in hours is a percentage increase which 
reflects the impact of the reduction in hours • on ^ control year adjustments. For example, 
the control. year cost of qualified benefits is illustrated as follows: 



Total cost of qualified "benefits control year 
Total man-hours worked in base year 

A reduction in hours worked, by decreasing the denominator, will underestimate 
the actual hourly adjustment in the qualified benefit rate. ■ The secondary effect of a . 
reduction in hours is determined as follows:, 

(direct effect of reduction in hours ) {%) x total control year = % adjustments (%) 

Example 2 : Assume the same facts as Example 1. During the control year. Unit V 
receives a total control year adjustment (Part IV, line 36_on Form PB-3) of 8%. The 
secondary effect of the reduction in hours__would "be 1.1^ _/( direct effect) .lk3 x .08 (control 
year adjustment) = .011; .011 x 100 = 1.1^/. • ' " 

The total chargeable increase in the "base compensation rate attri"buta"ble to a 
reduction in hours is the sum of the direct Etnd. secondary effects. In the a"bove examples, 
the total increase would be 13.h% {lk.3 x l.l). 

The I'^.kfo reduction in hours increase is added to other control year adjustments* 
to determine the total control year increases; in the a"bove examples, the total control 
year increase would be 23. h% less the availa"ble qualified "benefits standard + Q%) . 

5-222 Alternative Method — The special rule calculates increases in the base 
compensation . caused by a decrease in the denominator of the "base compensation rate formula 
on the assumption that the numerators (total cost of qualified and included benefits and 
total straight-time payroll expenditures) are constant. 

Where the numerators of the base compensation rate formula are .affected by the 
reduction in hours, alternative methods of calculation may "be used. 

The niomerators will be affected by any reduction in straight-time pay. If the 
reduction in hours is accompanied by a decrease in the average straight-time hourly rate, 
the amount of decrease, (expressed as a percentage of the base compensation rate) including 
any "negative" secondary effect on included and qualified benefits, may be used to offset 
the percentage increase attributable to the reduction in hours computed pursuant to the 
general rule. 

Example : Unit M reduces the scheduled work hours from kO to 35 hours per week; 

. Unit M receives no. control year adjustments in the base compensation rate other than the 
reduction in hours. The total control. year increase for Unit M is lh.3% (the secondary 
effect is zero, .1^+3 x 0 = 0; see Example 1 in 3-^21). The average straight-time hourly 
rate of Unit M is $5.00 during the base payroll period. The base compensation rate of 
Unit M is $6.50 per hour. The average weekly salary of Unit M was $200 during the base 
payroll period. Unit M wishes to reduce the weekly salary to $l80 (or $i*.50 per hour for 
ho hours) to offset the cost of the reduction in hours. The percentage offset is $.50 per 
hour in the average straight-time hourly rate or 1.1% of the base compensation rate 

. (.50-6.50). In addition to the 1.1% 9 the decrease in the straight-time rate has a 
"negative" roll-up effect on included and qualified benefits. For example, the overtime \ 
premium at $5.00'per hour was $2. 50,- at $i+. 50, the overtime premium is $2.25 resulting in 
a negative roll-up of $.25 for each hour of overtime worked in the base year. The negative' 
roll-up amount (expressed as a percentage of the base compensation rate) is added to the 
percentage decrease in straight-time pay to yield the total offset to the reduction in 
hours increase. 

An alternative* method may also be used where the numerators in the "base 
compensation rate formula are increased, e.g. where the method for accural of paid leave is . 
independent of the unit of time used for the reduction in hours. 

ERIC 



= 5.3 LONGEVITY AND AUTOMATIC *IN-GE^E PROGRESSION 

; ■ ■, . \ ^ ■ ' ■ ■ _ - , : ■ ■ 

Longevity and automatic in-grade progression are excluded from the computation of 
control year adjustmepbs if the longevity or automatic progression increases were — 

1. provided for in an emplo^Tnent contract in effect on November 13, 1971; or ■ 

2. provided for in a pay practice previously set forth on November 13, 1971. 

The exclusion extends to increases in successor contracts or pay practices to the 
extent that the increases do not exceed the amount provided for in the existing contract or 
pay practice previously set forth. 

This exclusion has been interpreted to apply to increases paid pursuant to longevity 
or automatic progression plans in existence on November 13, 197lj in addition to those 
plans contained in existing contracts and pay practices previously set forth. (See Appendix 
B, Item (1) 36 FR. 21953, for historical basis.) ^ . . 

Longevity and automatic progression increases must be solely related to the employee's 
length of service and must operate without significant affirmative exercise of employer 
discretion or subjective evaluation of the employee's work performance. The only conditions, 
which can. attach to the increase are satisfactory performance and length of service. Further 
the amoiint of the increase must be determined in advance and may not be subject to any 
discretionary adjustment. If an employer has any discretion as to the amount of the adjust- 
ment once the employee's performance has been Judged to be satisfactory, the adjustment is 
a merit increase rather than a longevity increase. Even thoiagh length of service may 
determine when an employee is reviewed, if the amount of the increase is discreti6nary , then 
it is merit pay rather than longevity. 

Example 1 : ■ An employ er... has a plan for maJcing wage and salary increases which gives 
an employee a $100 increase eachiyear for satisfactory performance, $125 increase for good 
performance, or $150 for excellent .performance* Such a plaji would entail an "affirmatrve 
exercise of employer discretion or' subjective evaluation . " The $100 increases for satis- 
factory performance will not be~ considered longevity but will be considered merit because 
of. their inclusion in a plan which distinguishes the size of increase by how well an employee 
has performed. 

. Example 2 : An employer has a plan for paying increases which gives each employee a $20 
per week increase for satisfactory performance for each of his first three years of service; 
employees during the first three years of service receive no other increases except a 
cost-of-living or general increase; after three years of service under the plan employees may 
receive from $10 per week to a $U0 per week increase resulting from an annual merit review. 
The $20 per week increases paid during the first three years of service of an employee will 
be considered longevity . increases because they are separate and distinct with no affirmative 
exercise of discretion or subjective evaluation. 

Paragraphs 201.60(b)- and (c) provide that the exclusion may be continued for longevity 
and automatic in-grade progression" increases in successor contracts and pay practices to the 
extent that the "successor" increases do not exceed the amount provided for in the contract 
or pay practice in existence on November 13, 1971- 

The exclusion relates to the plan in existence on November 13, 1971 and not to the 
amount of money paid out in longevity or automatic progression increases during the base 
payroll period or base year. The plan in existence on November 13, I97I5 may be continued 
in a successor contract or pay practice regardless of an increase in the absolute amount 
of dollars paid out during the control year. ■ 

Example : On November 13, 1971 Employer T paid employees of appropriate employee Unit C 
a $100 increase after ten years of service. Diiring the base year,r5 employees reach their 
: tenth anniversary with T and received the $100 longevity increase for a total cost to T of 
$500. During the control year, 7 employees will reach their tenth anniversary, costing T 
|7An^^r^*• longevity increases. The additional $200 cost of longevity increases during the 
cr^Tyf/^ yeakT is excluded from the computation of control year adjustments because payment 
'Z^. ' under the same plan which was in existence on November 13* 1971- 



If the plan which was in existence on November 13, 1971, is modified after November 13 » 
1971, any increases in employer cost are chargeable adjustments for the control year. Some 
common- modifications of longevity or autoinatic progression plans are: 

an increase in the frequency of increases (e.g. change from 50 every l6 weeks 
to 50 every 10 weeks); 

an increase in the size of increases (e.g., change from $100 annual increments 
to $150 annual increments); 

a modification of eligibility requirements (e.g., change from 5 years in grade 
to 5 years with the firm)j or ' 

the addition of more longevity steps at the top of range (e.g., change from 
annual increments for five years until Job rate maxiinum to annual increments for 
five years plus one additional step at 10 years of service). 

" A longevity or automatici progression plan in-existence - on -November-13»- 1971, -is .not : 

considered to be "modified" if' the increased amounts paid under the plan are attributable to 
the secondary effect of general wage and salary increases. 

Example 1 : On November 13, 1971, a longevity plan provided for a 2 percent increase in ; 
weekly salary after 10 years of service. The average salary for employees with 10 years of ' 
service was $100 per week. The November 13, 1971, plsui cost $2 per week per employee with 10 
years of service. On March 1, 1972, salaries "were increased across the board 5 percent, 
resulting in an average weekly salary of $105 for employees with 10 years of service. The ^ 
November 13, 1971, plan now pays out ,2 .percent of $105 or $2.10. The additional $0.10 per 
week increase is not considered a modification of the plan in existence on November 13, 1971,; ' 
the entire $2.10 maybe excluded. 

The computational rule set forth in Section' 201 . 6U(c ) calculates the amount of a charge- 
able increase for the control year, if any, attributable to the modification of a longevity 
or automatic progression plsin in existence on November 13, 1971- The chargeable adjustment 
. is the amount of excess, if any, of * 

1. the projected total amoiont of increases granted pursuant to the modified plan 
during the control year, over 

2-. the projected amount that the November 13, 1971, plan would have generated for ' 
the control year had it been in existence.. 

All projections are made on the iDasis of the same workforce composition which existed 
■during the base payroll period except that the distribution of employees by length of service 
will be "aged" by. one year. This method does not reflect changes in skill levels or size of , 
. the unit but it does "melt" the "ice cube" for purposes of measuring changes in length of 
service . 

Any changes in a longevity or automatic jprogression plan during a control year are . 
assumed'to iDe in effect for the entire control year. 

Example 2 ; Employee Unit X contains 10 employees, two with 8 years of service, seven 
with 9 years of service and one with 10 years of service. On November 13, 1971, the employees: 
were covered by a longevity plan which provided for a $500 per year increase after 10 years : . 
of service. On March 1, 1972, the longevity plan was changed to provide for a $750 per year : ■;. 
increase after 10 years of service. The chargeable increase for the first control year would 
"be $2,000 (i.e., 8 employees x $250 per employee ) . This amount would be reduced to an hourly- ; 
rate and. charged as an increase in average straight-time hourly rate for employee Unit X. 

Example 3 : Assume the same facts as in Example 2 but instead of increasing the longevity 
payment after 10 years of service, the employees would receive $500 per year after 9 years of 
service. The November 13, 1971, plan would cost $3,500 for the seven employees reaching their . 
irv^ anniversary. The. modified plan would cost $3,500 plus $1,000 for the two employees 
pnip-ng their ninth anniversary. The chargeable amount would be $1,000 ($^,500 - $3»500) 
E. jjfr^ d to an hourly rate for the employee unit during the control year. 



If the. amount of longevity or automatic progression increases paid under a modified 
plan is less than increases which would have been paid under the plan in existence on 
November 13» 1971, the amoun^ saved may not be used to offset any chargeable control year 
adjustments unless otherwise provided by the Pay Board in a decision under Section . 201 . 30. 

All increases paid pursuant to longevity or automatic progression plans established after 
November 13, 1971, are chargeable adjustments for the control year. 
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EXECUTIVE AND VARIABLE COMPENSATION 

/Special Note 

The rules set forth in Subpart F of the Pay Board Regulations apply to firms in the 
mandatory sector and serve as guidelines for firms in the voluntary sector during Phase III. 
Additional Phas€ III guidelines are contained in Appendix B to Part 130 of the Cost of Living 
Council's Regulations. Any references to required Pay Board approval contained In this text 
DO NOT apply to firms in the voluntary sector during Phase III. Such firms are governed by^ 
the guidelines contained in Appendix B. References to Pay Board approval with respect to firms 
in the mandatory sector should be understood to mean Cost of Living Council approval during- 
Phase III. ; 

6.1 INTRODUCTION 



These regulations specifically deal with compensation such as bonuses and stock options 
normally received by executives, and with other forms of variable compensation such as sales, : 
commission and production incentive payments. These regulations also provide special rules,^ ... : 
to govern situations where new plans, practices, or programs are adopted by existing or new 
employees. A separate set of rules is required because executive and other forms of variable 
compensation are typically highly individualistic In nature, tailor-made for an employer, an 
executive group, or even an individual executive. Additionally, the operating period for these 
plans is different from the usual weekly, bi-weekly, or monthly payroll period. For example, 
bonus plans typically provide for once-a-year payment and stock options are often granted 
even less frequently. 

£1.2 COVERAGE - §201.71 

The regulations separate executive and variable compensation from other forms of 
compensation. The term "executive" is not defined. However, the determination of whether the 
rules regarding executive and variable compensation apply to an item of compensation does not 
depend on the individual receiving the compensation but on the type of compensation: received. 
Thus, where an employee who is not an executive is granted a stock option under a stock option 
plan, executive and variable compensation rules would apply. 

Where any provision of Pay Board regulations conflicts with a provision of the executive 
and variable compensation regulations,, the executive and. variable compensation regulations 
control to the complete exculsion of the other regulations. . e 

These regulations do not affect any provisions of a collective bargaining agreement . 

6.3 DEFINITION OF TERMS - §201.72. 

In section 201.72 " wages and salaries " is defined to mean the same as under S201.2 except 
that items, constituting incentive compensation are not wages and salaries, unless otherwise 
treated as wages and salaries under the executive and variable compensation regulations. This 
means that unless specifically included in wages and salaries, an item is not includible as ' 
wages and salaries and would not count against the allowable wage and salary increase with 
respect to an appropriate employee unit for the ,pon,trol year- paid or go into the base for pur- 
poses of computing the allowable wage and salary increase for the appropriate unit for the 
control year after the control year paid. 

The term " executive compensation " is defined to include base salaries, job perquisites, 
and incentive compensation. 

The term "base salary " means the cash remuneration paid to an employee on a regular 
periodic basis. This term includes present payments as well as deferrals, but does not include- 
any payment'.in property other than cash. 

Q '"he terra "lob perquisites " is defined to mean "any item paid to or furnished to or on be- , 

CDI/^f an employee by an employer for the performance of services." The list of items which 

££jlr^l! the. definition is not exclusive. It is only designed to give examples of the types of^»^ 

items which are conisidered as job perquisites. . :-- i...-:-y\-/^^^^^^ 



■: The terni * 'incentive compensation " is also defined by examples. The list of examples 
I includes any bonus (whether or not payable in cash). This type of bonus includes the bonus 
l:;paid to the president of a large corporation based exclusively on an increase in sales, 
I profits, or dividends, as well as a Christmas bonus paid to an employee who is riot an 
I executive • 

I Also, included are so-called phantom stock awards. A phantom stock award basically is 

an award of a fictional share of stock of the employer corporation. The employee under this 
type of plan is credited with a certain number of either or both dividend or share units. 
A dividend unit entitles the holder to receive the dividend declared with respect to an 
actual share of stock. The share unit entitles the holder to receive the appreciation with 
respect to an actual share of stock over the period of time between the grant of the unit and ' 
the time the holder elects -to receive this appreciation. While no shares of stock are 
actually granted to the employee, he holds either or both the rights to any dividends and any 
appreciation as if he held the stock. 

Performance share awards are included in the definition of incentive compensation. Under- 
„such . type of incentive plan, an employee is granted a certain number of contingent performance 
share units, each equivalent to an award of a share of stock. However, the award is payable 
(either in stock of the employer or cash) at some time in the future only if certain perfor- 
mance goals under the plan are met.. These goals are often in terms of, increases in earnings 
per share with respect to the common stock of the employer over a period of time. If these 
goals are not met there may be no payment or there may only be partial payment. 

Employer contributions to stock purchase plans are included. A stock purchase plan is a 
plan under which an employee is allowed to buy stock in his employer. If the purchase price , 
is less than fair market value of the stock at the time of the purchase, the discount is 
treated as an employer contribution to the] plan. Under other types of plans, the employer 
makes actual contributions to the plan on ;behalf of the employee. 

Employer contributions to stock bonus plans are also included whether or not the plan is 
an income tax qualified plan. A stock bonus plan is a bonus payable in stock, usually in the 
stock of the employer, which is deferred until retirement or termination of the employee. 

Employer contributions to profit sharing plans which are not tax qualified are included. 
Those contributions to tax qualified profit sharing plans are employer contributions to a quali- 
fied benefit plan (see Section 201.59). 

The term " existing ciontract " is defined to mean a contract with respect to employment 
in effect on November 13, 1971, all the elements of which has been reduced to a writing and 
which has been signed by both the employer and the employee. In order to qualify as an 
existing contract each of these requirements must be met. If qualified as an existing contract, 
the contract does not lose its character as executive or variable compensation, but is 
alloved to operate according to its terms within the limitations of §201,35. The plan or i 
practice embodied in the expired contract is allowed to operate within the framework of the 
executive and variable compensation regulations as an incentive compensation plan or practice. 

The term " pay practice previously set forth " is defined as an incentive compensation 
plan or practice in effect on November 13, 1971, which has been communicated to the affected 
employees, where the aggregate amount of the payment or award cannot be increased or withheld 
in its entirety by the exercise of any discretion, where the aggregate amount of the payment 
or award is determined by a definite method or clear formula and where the definite method or 
clear formula is applied only to a wage or salary amount without reference to profits, earn- 
ings, or any factor or item other than the actual wage or salary amount. In order to qualify 
as a pay practice previously set forth, each of these requirements must be met. If qualified 
as a pay practice previously set forth, the pay practice does not lose its character as 
executive or variable compensation but is allowed to operate according to its terms, vithin 
the limitations of §201,35. Once the pay practice expires within the meaning of §201.35 it 
:an no longer operate under that section. However, the practice is then allowed to operate 
jrider the executive and variable compensation regulations as an incentive compensation plan or 
practice. ■ 

""he criteria for eligibility as a *'pay practice previously set forth" are very stringent, 
tni/^igly, any plan or practice introducing an outside element, such as,, profits, as a factor 
Li];^Lii)i4kili amount of bonus will not qualify. In effect, the only plans or practices for 



fixed amounts, of if variable, amounts based on the existing wages or salaries. For example, ■ 
plans or practices providing for a bonus of two weeks pay or 107* of salary at year end which . 
is payable regardless of nvofits or. any other measure of business performance would meet 
this requirement. 

Although it is clear that this restriction applies to the detetmination of the aggregate 
bonus pool, for an appropriate employee unit, an employer would be erroneous to interpret the 
restriction as meaning that this plan falls within the definition because individual bonus 
awards are made as a percentage of the employee's base salary, even though the aggregate bonus 
pool was determined through the use of a profit-related formula. 

Also defined is the term "plan, practice, or program unit ." This is the unit of the 
employees who are eligible to participate in the plan, practice, or program iini t . For example, 
an employee could be in three distinct uni ts--one for base salary (his appropriate employee 
unit), one for bonuses (his bonus plan or practices unit), and one for stock options (his 
stock option plan unit). U.,, , 

The term " plan, practice or program year " is defined as the 12 -month period of. operation - 
of a plan, practice or program. A plan, practice, or program musC operate on a 12-month basis. 
If this is not the case the most reasonable 12-month period must be chosen. 



6.4 EXECUTIVE SALARIES AND JOB PERQQISITES - §201.73 

In general, the rules governing executive salaries are the same 'as those for other types 
of salaries. Amounts paid to an executive as a salary are wages and salaries. Any such amount 
would be includible in the average straight- time hourly rate of the executive's appropriate 
employee unit. However, executives often defer a portion of their salaries. The regulations 
provide special rules to take care of this situation. Amounts earned are considered as wages 
and salaries in the year earned. An amount is considered as being "earned" during the con- 
trol year in" which services are performed giving rise to the obligation to pay for the 
performance of such services whether or not such obligation is contingent upon the performance 
of future services or any other condition or restriction (including, but not limitied to, an 
agreement not to compete'). Salary earned in one control year deferred to a later control 
year would be wages and salaries in the control year earned and not in the control yei\r paid. 

For example, A is employed by M Corporation as an executive. M Corporation has elected 
a calendar control year for A's appropriate employee unit. For 1973, A's salary is $100,000, 
and payable as follows: . $50,000 during 1973 and $10,000 for each of the five succeeding years 
provided A is still employed by M. The $100,000 is earned in 1973 and is wages and salaries 
with respect to A's appropriate employee unit in 1973, even though $50,000 is contingent upon 
A*s continuing as an employee with M Corporation. The $10,00.0 payable in 1974, 1975, 1976, 
1977, and 1978 is not wages and salaries with respect to that unit in those years. Likewise, .. 
salary earned in prior years but deferred to the current control year is not wages and salaries 
with respect to such year. Further, deferred amounts should be included in the computation 
of the base payroll period ASTHR. ■ 

Job perquisites paid to or furnished to or on behalf of an employee, are wages cind 
salaries, whether the employer paid for the benefit, either directly or indirectly or furnished 
the benefit in kind. For example, a meal allowance paid to an employee is a direct pajonent 
by an employer to an employee which may be a job perquisite. Where an employer pays an 
employee's rent there would be an indirect payment by the employer - a payment to a third 
person the owner of the hours for the benefit of the employee - which is a job perquisite. 
Where the employee lives in a house owned by his employer there is an in-kind furnishing of a 
service by the employer to the employee which is a job perquisite. 

Job perquisites are included benefits. Job perquisites are valued at the employer's 
actual cost where it represents the only cost of the item; - otherwise they are valued at the 
reasonable cost of furnishing the item which must be determined from all the facts and 
circumstances involved. 
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6.41 §201.74 and 201.75 



Sections 201.74 and 201.7 5 deal with incentive compensation plans and practices oth'er 
than stock options. Essentially, the treatment of a *'plan" or a "practice" is the same--the 
difference is in the definition. 

6.411 Incentive Compensation Plans 

The term "plan" refers to a formal written incentive compensation program where the bonus 
pool is determined by a clear method or formula. 

A plan in effect on November 13, 1971, may continue to operate under §201,74 if there 
has been a payment prior to November 14, 1971, under the plan with respect to any one of the 
last three plan years ending prior to November 14, 1971, the administration is in good faith 
and the formula for determining the bonus pool is not changed. The requirements with 
respect to administration of a plan apply to a plan adopted on or after November 14, 1971, 
"which is "approved by the Pay Board or COLC pursuant to §201,78 or reported to the Pay Board 
or COLC pursuant to S201.79, These requirements also apply to a plan meeting the definition of 
§201, 72(f) as an '^existing contract" or §201, 72(g) as 'pay practice previously set forth" and 
no longer operating under §201,35, 

6.412 Incentive Compensation Practices 

The term "practice" means an informal, discretionary custom or habit of paying bonuses, 
A practice need not be in writing and need not have been communicated to the employees in the 
practice unit. 

A plan which does not meet the definition of the term "plan" may qualify as a practice, 

A practice in effect on November 13, 1971, may continue to operate under §201,75 If there 
has been a payment prior to November 14, 1971, under the practice as a matter of custom or habit 
with respect to two of the last three practice years ending prior to November 14, 1971 (or if 
the" practice has been in effect less than two practice years prior to November 14, 1971, then : 
witi: respect to one practice year ending before that date), the administration of the practice 
is in good faith and the formula, if any, for determining the "bonus pool is not changed. 

As in the case with plans, the requirements with respect to administration of a practice, 
apply to.a practice adopted on or after November 14, 1971, which is approved by the Pay Board 
or COLC pursuant to §201,78 or reported to the Pay Board or COLC pursuant to 8201,79, Again, 
as in the case with plans, these requirements also apply to a practice meeting the definition 
of §201.72(f) as an "existing contract" or 8201.72(g) as a "pay practice previously set forth" 
. , an H 1 no ^ 1 on ge r.~ o p e r a t i n g und e r- § 2 0 1 * 3 5 , ^ r 



Where a practice contains« a formula to determine the bonus pool this formula is required 
to continue to apply from year to year. But where a practice does not contain a formula one 
is implied by the regulations. This implied formula is the base year amount with respect to 
the pr-ac-t-ie-e~divided by the profits of the employer prior to Federal taxes with respect to the 
base year. This implied formula is required to continue to apply to determine the bonus pool .. . 
from year to year. 

An employer which is a sole proprietorship or a partnership* will be treated as if it 
were a corporation. Accordingly, profits prior to Federal taxes are determined by su'btracting 
from gross revenues from the business all expenses of doing business including a reasonable 
salary for the sole proprietor or the partners assuming that they were employees of the sole 
proprietorship or the partnership, 

• Where the employer is tax exempt under Federal income tax laws the gross revenues from 
the business of the employer are used instead of profits prior to Federal taxes. 
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In other cases, such as losses during the base year or extraordinary expenses reducing 
the employer may use boni 
,jting the implied formula. 



profits the employer may use bonus payments as a percentage of gross revenues for purposes 



6.413 Certain Nonqualifying Plans and Practices 



Any plan or practice in effect on November 13, 1971, which fails to meet the condition 
of having made the required payment or payments before November 14, 1971, is considered as a 
new plan or practice within the meaning of §201. 78(c) and in order to operate under §201.74 
or §201.75 is required to be approved by the COLC. 

Moreover, any plan or practice meeting the definition of 8201.72(f) as an "existing con- 
tract" or §201. 72(g) as a "pay practice previously set forth" and operating under §201.35 does 
not operate under §201.74 or 201.75 until such plan or practice no longer operates under §201.35* 

6.414 Computing the Allowable Amounc 

The regulations establish an allowable amount that may be paid under a plan or practice 
without a charge against wages and salaries. This allowable amount is determined on the basis 
of the amount granted with respect to a plan or practice year. An amount is considered as 
being granted with respect to the plan or practice year it is generated under the plan or a 
"calendar" plan year . The amount genera ted under the plan is with respect to the "calendar year . 
Also, assume a formula of 5 percent of profits above $100 million. For the 1972 plan year 
assume profits of $200 million. This would generate $500,000. This $500,000 is the amount 
granted with respect to the 1972 plan year whether or not that amount or any part of that amount 
was paid during calendar year 1972. (Note; However, excesses are charged as wages and salaries 
when paid . ) 

Most commonly a plan or practice is based on a formula pegged to profits over the plan 
or practice year . . The amount of profits over that time will not be known until after the close 
of the plan or practice year. So, payment under a plan or practice normally follows the close 
of the plan or practice year. Thus, in the case of a plan or practice with a calendar plan or ■ 
practice year the payment in March 1973 will be based on the profits of the 1972 calendar plan ; 
or practice year. 

The allowable amount under a plan or practice in effect on November 13, 1971, for the 
first plan or practice year for which a payment is made on or after November 14, 1971, is the 
base year amount plus the base amount times the wage and salary standard established in 
§201. 10(a). This formula may be illustrated as follows: 

Base year amount = $100,000 

Wage and salary standard = 0.055 

($100,000 + ($100,000 X 0.555)) = 105,500 

The base year amount for this type of plan or practice is the amount of an item of 

inc en t iy e c ompen s a t i on gran ted „.t o ..„t he empl oy e e s_i n _the„ p 1 an „.o r_ pr a c t i ce ..un i t:_ wi.th^ r e s pe c .t_,t p._„;__ 

any one of the last three plan or practice years ending .prior to November 14, 1971, for which 
there has been a payment prior to November 14, 1971. 

An amount does not qualify as a base year amount unless the base year ends before . 
November 14> 1971, and the payment with respect to the base year is made before November 14, 
1971 . Thus, a plan or practice year ending on December 15, 1971, would not count as a base 
year. Also, a plan or practice year ending on September 30, 1971, with a payment with respect 
to that plan or practice year being made on December 15, 1971, would not qualify as a base year. 

The allowable amount under a plan or practice approved by the Pay Board or COLC pursuant 
to §201.78 as a new plan or practice or reported to the Pay Board or COLC pursuant to §201.79 
as a plan or practice of a new organization cannot exceed the base year amount with respect to 
that plan or practice in its first year of operation. > 

•The base year amount with respect to a plan or practice approved by the Pay Board or COLC 
pursuant to' §201.78 as a new plan or practice is the amount of any item of incentive compensa- i 
tion established by the Pay Board or COLC as the amount allowed to be granted with respect to 
the first consecutive 12 month period under which the plan or practice operates. The base year 
amount with respect to a plan or practice reported to the Pay Board or COLC pursuant to §201.79 
■a" "^'n or practice of a new organization is the amount of any item of incentive compensation 
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granted under the plan or practice with respect to the first consecutive 12 month period under 
which the plan or practice operates provided the amount is not unreasonably inconsistent with 
the intent and purpose of the wage and salary stabilization program or the policies of the 
Cost of Living Council, 

After the first plan or practice year for which there has been a payment on or after 
November, 14, 1971, the allowable amount for subsequent plan or practice years under any plan 
or practice is the allowable amount with respect to the preceeding plan or practice year plus 
that allowable amount multiplied by the wage and salary standard established in §201'. 10(a) 
times an adjustment factor for increases or decreases in the size of the plan or practice 
unit. 

This formula may be illustrated as- follows: 

Base year ' = $100,000 

Allowable amount ■ = $105,500 

(1st plan year after 11/14/71 for which 
there is a payment) 

Wage and salary standard = 0.055 

Adjustment for increase or decrease in 

plan or practice unit (assumed) = 1.30 

($105,500 + ($L05, 500 X 0.055)) X 1,30 = $144,693.25 

The adjustment factor is designed to increase or decrease the size of the bonus pool to 
take effect of any changes in the size of the , plan or practice into account. Th is adjustment 
is mandatory . The factor is a fraction. The numerator is the sum of base unit salary plus 
base unit salary additions minus base unit salary deletions. The denominator is base unit 
salary. The formula for this fraction may be stated as follows: 

(base unit salary + base unit salary additions) - base unit 

- salary deletions 

base unit salary 

Base unit salary is the total of the base salaries of all employees in the plan or 
•practice unit on the Last day of the plan or practice year for which the adjustment is being 
made who were not in the plan or practice unit on the last day of the base year. The annual 
salary rate in effect with respect to each such employee on the last day of such plan or practic 
year is used. This includes only those employees to whom bonuses were not granted with respect 
to the base year but are to be granted with respect to the plan or practice year for which the 
adjustment is being made. Only those employees who are eligible under the terms of the plan or 
practice are included. Where eligibility is discretionary ,. the past practice of the employer 
in selecting participants determines the rules of eligibility, A change in eligibility is a 
modif ication~or~revision -of- the - plan- or - practice -requiring -^Pay- Board" prio r"-^approv'al -^pursuant— 
to §20l«78. It is also noted that employees added to a plan or practice unit, solely on 
account of a merger or acquisition occurring on or after November 14, 1971, are not to be 
included. \ ^ 

Base salary deletions is the total of the base salaries of all individuals who were in 
the plan or practice unit on the last day of the base year and to whom bonuses were granted 
with respect to the base year but who are not in the plan or practice unit on the List day of 
the plan or practice year for which the adjustment is being made. The salary amount is 
computed using the annual salary rate in effect with respect to each such individual on the 
last day of the base year. 

The base year for purposes of the adjustment calculation is the plan or practice year 
used to determine the base year amount with respect to the plan or practice. 

The adjustment calculation may be illustrated by the following example. 

.'. Example 1 ; . / • ! 

Assume Employer A has a^plan meeting all the requirements of §201. 74(a). The plan has _a.. 
Ci ' Q plan year. The plan year chosen by A as the base year is the 1968 calendar plan year* 
1969; employees M, N, 0, P, ; and Q were granted cash bonuses with respect to the 1968 



calendar plan year. M's salary was $100,000 per year as of the Last day of-the 1968 calendar 
plan year. N's salary was $85,000 per year of the last day of the 1968 calendar plan year. 
Employees 0, P, and ,Q had salaries of $65,000 per year as of the last day of the 1968 calendar, 
plan year. On 'January l^ 1970, M took a position with another employer. On July 1, 1971, Q 
retired. S, T, and U have been employed at A at various times since the close of the 1968 
.calendar plan year. Each is eligible to receive a bonus under the plan as their positions are 
specifically included under the plan's eligibility rules. Each will be granted a bonus with^ — 
respect to the 1972 calendar plan year. 



S*s salary is $65,000 as of the last day of the 1972 calendar plan year. T's salary is 
$75,000 as of the last day of the 1972 calendar plan year. U's salary is $75,000 as of the 
last day of the 1972 calendar plan year. U, however, was employed by A when A acquired U's 
former employer as a result of a merger. The adjustment factor for grants with respect to the^ 
;1972 plan year is determined as follows: 

Base unit salary = 

$100,000 - M's salary 

85,000 - N's salary 

65,000 - O's salary 

^ 65 ,000 - P 's sala ry _j 



65,000 


- Q's 


$380,000 




Base unit 


salary 


$ 65,000 


- S's 


75,000 


- T's 


$1A0,000 




Base unit 


salary 


$100,000 


- M's 


65,000 


-■ Q's 


$165,000 





salary 
salary 



salary . 

[ 65,000 - Q's salary 

$165,000 

( ($380,000 + 140.000) - $165.000) = .9342 or .93 

$380,000 ' •■ 

In the case of a plan or practice meeting the definition of §201. 72(f) as an existing 
contract or §201. 72(g) as a pay practice previously set forth and operating under §201.35 the 
allowable amount is the amount granted under the plan or practice during each plan or practice 
year the plan or practice operates under §201.35. When this type of plan or practice no 
longer operates under §201.35 the allowable amount is determined in the same manner as the 
allowable amount with respect to any other plan or practice after the first plan or practice 
year for which there has been a payment on or after November 14, 1971. For purposesof the . 
adj us tinient calculation with respect to this type of plan or practice the base year is the last 
plan 6r practice year the plan or practice operated under §201.35. 

j6.415 Method of Measuring Grants 

Amounts granted with respect to a plan or practice are measured on an item by item 
basis with respect to the plan or practice year chosen as the base year. Thus, a single plan 
or practice with three items of incentive compensation would determine the allowable amount 
with respect to each item from the same base year. Further, items cannot be traded for each 
other. So a bonus payable in stock cannot be substituted for an equivalent dollar value of 
phantom share units. 

A bonus in cash is measured in dollars and cents. 

A bonus stock or other property is measured in dollars and cents equal to the fair 
market value oi: the stock or other property at the time of the grant regardless of any con- 
ditions or restrictions with respect to the stock. or property. 

pDjr^ Phantom share_. units are measured in units. There are two types of units. One is a 
BifflMafflsnd unit, the other is a share unit. Each type of unit must be calculated separately. 



Employer contributions to a discount stock purchase plan are measured in dollars and 
cents equal to the difference between the fair market value of the stock and the amount paid for 
the stock by the employee without taking any conditions or restrictions with respect to the 
stock into account. A plan or practice which is not qualified for income tax purposes as a 
stock purchase plan and which allows the employees to elect not to purchase stock once tihe 



plan or practice begins is a stock option plan and not a stock purchase plan . . Any plan or 



practice which is qualified for income tax purposes as a stock purchase plan is considered as 
a stock . purchase plan whether or not the election discussed above is available to the employees 
under the plan. 

} . . ■ ■ 

Performance share units awarded on or after November 14, 1972, under a performance share 
plan which has been approved by the Pay Board or COLC pursuant to §201.78 are valued in dollars 
and cents at the fair market value of the^ stock to be awarded under the plan assuming attainment 
of 75 percent of the performance goals uncier the plan. at the fair market" value of the stock at 
the ^ time the performance share unit is granted but spreading this amount over the performance 
period of the plan. Performance share units awarded under a performance share plan which does 
not require approval by the Pay Board or COLC pursuant to §201,78 are valued at the fair market 
value of the stock to be awarded assuming at least a 75 percent . attainment of the performance 
goals under the plan at the fair market value of this stock at the time the unit Is awarded. 



-6T^l6-SprM ove r-^-o f~Amoun t s~in~~Exc'eVs *^o f " 'the""~Al 1 dwab 1 e"~"Amoun t ' - - 

Where the amount of any item of incentive compensation is in excess of the allowable 
iatnount the excess can be charged to the increase in wage and salaries allowable to the 
appropriate employee units of the employees in the plan or practice unit. The amount of 
excess apportioned to any appropriate employee unit is determined by multiplying the number • 
of employees in the appropriate employee unit who are in the plan or practice unit by a 
fraction. The numerator of the fraction is the amount of the excess. The denominator of the 
fraction is the number of employees in the plan or practice unit. This formula may be 
illustrated as follows: ' 

Plan or practice unit = 100 

Members of the appropriate employee 

unit who are also members of the 

plan or practice unit =50 
Amount of excess • = $100,000 

. 50X^120^ ^ ^3„^„^„ 

The amount of excess apportioned to an appropriate employee unit is considered as a 
wage and salary increase during the control year paid . If the amount or any part of the amoun" 
of excess is not paid but is deferred, then the amount deferred is considered as having been 
paid during the control year it would have been paid had it been paid. For' example, assume a 
plan with a calendar plan year. There aire 100 employees in the plan unit. Of the 100 
employees in the plan unit 50 are members of the same appropriate employeee unit. This 
appropriate employee unit has a November 14 to November 13 control year. The allowable amount 
with respect to the plan year ending December 31,- 1971, is $100,000. On April 15, 1972, . , 
^200,000 is paid to the employees in the plan unit. There is $100,000 in excess. of the allow- 
able amount » The amount, of excess apportioned to the appropriate employee unit is $50,000. 
This $50,000 is wages and salaries during the control year beginning on November;. 14; 1971, and 
ending on November 13, 1972. Assume instead that the appropriate employee unit had a short 
control year beginning on November 14, 1971, and ending .on December 31 ,\ 1971 , and a 12-month 
control year beginning on January 1, 1972, and ending on December 31, 1972. The $50,000 is 
wages and salaries ijduring the control year beginning January 1, 1972, and ending on December 31, 
1972. This is so even though -the entire amount of the bonus is granted with respect to the 
plan year ending on December 31, 1971, for the purposes of computing the allowable amount with 
respect to that plan year. 

I- ■ V 1 

1 The amount of\ excess apportioned to an appropriate employee unit as wages and salaries 
is considered as 'being a pay adjustment for purposes of the prenotif ication and reporting 
requirements for Part 202 at the same time the amount of excess is . considered as wages and 

salaries with respect to that unit. , , 

•', .... . 



ERIC 



The amount of excess 
allowable wage and salary 
appropriate employee unit 
wage and salary increase 
the amount of any excess 
salary . Increase goes into 
wage and salary increase 
the excess is so charged 
Item 22(10) of the P.B. 3 



apportioned to an appropriate employee unit is in lieu of otherwise 
increases. Thus, the amount of the excess apportioned to an 
pJus the amount of other wage and salary increases cannot exceed the 
allowable with respect to that unit for any control year. Accordingly 
apportioned to an appropriate employee unit and charged as a wage and 

the base compensation rate for purposes of computing the allowable 
with respect to that unit for the control year after the control year ■ 
The amount of the excess is reported as an included benefit in 



6,5 STOCK OPTIONS - §201.76 



6<51 General 



The Pay Board recognized three basic forms of^ stock options and provides separate treat- 
ment for each. In summary, these are: 

1, Stock options granted before December 17, 1971; . . 



Stock options granted after December 16, 1971, under plans that meet certain require- 



~ment'ST' 



3. Stock options grnnted after December 16, 1971, either informally or under plans that 
don't meet requirements established by the Pay Hoard. 

6.:.?; stock Options Granted Before December 17, 1971 (§201. 76(a)) 

Stock options, granted before December 17, 1971, in writing, under a stock option plan 
adopted prior to November 14, 197L, and in effect on November 13, 1971, whether or not it 
meets the requirements of §201, 76(b), may be exercised in accordance with their terms and (1) 
are neither limited to the extent of the number of shares covered nor (2) deemed an increase 



f-.r?3 New f^rock '"options Granted Under Plans Moc^tinp. Pay Board Requirements (§201. 76(b) 

An oi.'iployer mny grant stock optionF, wiHiout the grant or the subsequent exercise of the 
.-■t^iions bcLiiR cotisjderecl nn increase in w.-igc-s and'saTaries provided the options are in writing 
ni'd t ho fjinn iHidcr which they .^re^ g.rairic-cl meets: tlie. following re^juiroments : 

1. wji''. \\f of foe I on IMoveTfibor 1'^, 1*^71; 

?. . vj;i- I |>|>r,uM(1 by the employer's sLockliolders within 12 months of its adoption; 

, :* ^. i.jju 1 :i I k'S fi frtaximum number of sltc'i rc-s to be mnde avju lable for stock option grants; 

A. t'S t.'b ) i sfios ^nnd maintains the option price of shares that may be issued at not less 
. l.!.-in U.*\-': of rt.v- triir riiarkfl' value: of sharers on the date the option is granted; 

. is •■.■hriinL^frrd in nccordance wi t.h tho customary m.'jnner as.'^jociated with such plans. 

f l;ins I i Pi;}, iho .•il>ove requirements, r< ::^nrd Ir-ss of whether "qualified" or ^'non-qualified'*, 
uiidtrc Sf«..f. inn ^\/2 of t\n" Internal Revenue Code .^re treated identically under the Pay Board , 
re'gu Ui ci on.^; . lhat .t .-^ , aMiho.ugh frjnni and exercise are not considered an increa.se in wages and 
sal.'jiiv^s, the rt ^i.u 1 a t; i on.-^ impose Linii i.ations on the numbor of sliares that may be issued under 
• 5.*ock opt inn^ j'.rrini ed during an etiiploye'r ' fiscal year. This' limi ta tion is primarily contingen 
upon ti"? eir.p Layf.,i ' s p/ist pr£ictice< Rulc-s aio provided for computing the ng'.gregate share 
Limitation for fiscal years beginning prior lo November lA, 1972, and fiscal years beginning 
on afl"er •'•.'(. i vrnifif r 14, 197 2 ^ the effective date of the recodified regu Ui.t ions ) < 

I* The ng; p,TG:gato share limitation applicable to fiscal years beginning prior to 
No vem b e r ].^« , _ 1. 0 V2^ is computed as follows : 

^ ' ^.la n s ope rr< ting for 3 or more fiscal years ending prior to November 14, 19 71 , 
Q umber of shares siib)oc.t to options tliat wore granter]. during, the 3 fiscal yo.irs of .the 
[^J(^ ye r ending prior to i^oveujber 14, 1071, divided by 3. / 



b. Plans In effect for 3 or more full fiscal years as of November 14, 1971, but no 
options were granted during the last 3 fiscal years ending before November 14, 1971 --'ZSVc of 
the shares remaining available for option as of November 14, 1971, 



c . Plans in effect for at least one full fiscal year but less than 3 full fiscal 
years as of November 14> 1971 the number of shares subject to options that were granted 
during the number of fiscal years, or fraction of fiscal . years , that the plan operated through 

, .the fiscal year ending prior to November 14, 1971, divided by the number of such fiscal years. 

d. ' Plans in effect for less than a full fiscal year as of November 14, 1971 the 
number of shares subject to options granted prior to November 14, 1971, or 25% of the aggregate 
shares authorized for options during the life of the plan, whichever is greater. 

e . ' Plans in effect on November 13, 1971, under which no options were granted during 
the life of the plan 257, of the aggregate shares authorized for options during the life of 
the plan. 

2, The agaregate share limitation applicable to fiscal years beginning on or after 
November 14, 1972 is the number of shares subject to options -that were granted during the 
existence' of the plan up to the last day of the fiscal year just ended divided by the number ' 
' of ' fis cal years the p 1 a n^.wa s_ i n „ex i s. t e n c e .. mu 1 .t i p. 1 i e d -b y-~ a-^f r a c 1 1 on -.t h e -num e r a t o r— o f— wh i c h— i-s= — *— 
„ the number of employees who are ,^expe"cted fco receive stock options in the current fiscal year 
and the denominator of which is the average number of employees who exercised options during or 
held options at the end of each fiscal year the plan was in existence,. 

Example: (Assume a calendar fiscal year with the plan adopted on January 1, 1967.) 

i. Fiscal Year 



'o7 68 69 70 71 72 Annual Average 

# of shares, for which options were 

granted (OOO's) 20 10 10. 30 15 15 " 16.7 

V # of employees holding options at 
the end of the year or exercising 

during the year 15 20 25 25 30 30 24 

Assuming the employer intends to grant options to 30 employees during the current fiscal 
year, then the aggregate share limitation for the current fiscal year is 20,875 shares. 

(16,700 shares X 30) 
24 

; 6,54 New Stock Options Granted Under Plans Not Meeting the Requirements of Section 201.76(b) 

Options granted under a plan which does not meet the criteria set out in Section 201.76(b) 
are to be treated as wages and -salaries at the time of grant. In addition to a charge as wages 
and salaries at the. time of grant, these options will also bo treated as wages and salaries at 
the time of exercise. 

The wage and salary amounts chargeable are to be apportioned back to the appropriate em- 
ployee units in the same manner as excess bonuses. (See section on excess bonuses.) 

Because there is no precise ascertainable value to a right to purchase stock at its then 
fair market value, it was necessary to assign a value in order, to be able to^ charge a calcul- 
able amount as wages and salaries where the stock option rules were not met." This value was • 
established at 257o of the fair market value of the. stock at the time of granted baseid on 
reasonable expectations of value to the employee and is called the option premium. If the 
options were- granted at a price less than the fair market value of the stock, there would be 
an additional charge equal to the amount of the discount on the price of the stock. 

O the time of subsequent exercise ithe amount chargeable is the' difference (if any) be- 
i£[^(]]ie fair market value of the stock at the time of exercise over the sum of the original 
:;mBpmium plus the fair market value of the stock at time of grant. 



■ Example i 



Facts Date of Grant Date of Exercise 

Fair Market Value ■ $20 $60' 

Option Price $10 $10 

Computation Increase in Wages and Salaries 

Date of Grant >, Date of Exercise 

257, Option Premium $ 5 Current ,FMV Less $60 ■ 

Discount^ From FMV- $10 Option Premium ($5) 

Total Charge JTT at'Srant (^20) 
Total Charge $35 

6.6 SALES OR CO^^^JISSION PLANS OR PRACTICES AND PRODUCTION INCENTIVE PROGRAMS: §201.77 



A "sarels o'rrc'ommi's sl"on pl'an~or~practi*C€*~or~productlon~incentive- programmes tabl-ished-and— in- 



effect prior,^to November 14, 1971, may continue to operate according to its terms. A plan, 

practic'e program is required ~to' directly-^re f lee t'~the*"performance-of - the employee-par tici- - 

pant in the form of sales or production output. A plan, practice, or program may have a formula 
based on sales or production either in units or dollars. However, a plan, practice, or pro- 
gram having a formula based on profits will g^n^^ally not qualify. 

A plan, practice, or program adopted on or after November 14, 1971, and reported to the 
Pay Board or COLC pursuant to §201.79 as a plan, practice, or program of a new organization is 
also allowed to operate according to its terms as discussed above. 

A*plan, practice, or program adopted on or after November 14, 1971, and approved by the 
Pay .Board or COLC pursuant to §201.78 as a new plan, practice, or program is also allowed to 
operate according to its terms but any payments or awards made under such plan, practice, or 
program are generally considered increases in wages and salaries. 

Any amount paid under a plan, practice » or program is wages and salaries. However, any 
increase in the amount of compensation under a plan, practice or program from one plan, practice, 
or program year to the next- plan, practice, or program year which results from an increase in 
sales or production volume either in units sold or prpduced or in dollar value of units sold 
or produced where the rate under the plan, practice, or program remains constant is not regarded 
as an increase in wages and salaries for purposes of computing the allowable wage and salary 
increase with respect to the appropriate employee units of the employees in the plan, practice, 
or program unit. . 

If the rate under a plan, practice, or program is reduced and the amount of compensation 
under the. plan, practice, or program is increased from one plan, practice, or program year to 
the Rext plan, practice or program year due to increased volume, the increase in the amount of 
compensation is not' an increase in wages and salaries for purposes of computing the allowable 
wage and salary increase with respect to the appropriate employee units of the employees in the 
plan, practice, or program unit. 

Where the rate under a plan, practice, or program is increased or - the starting point for 
payment under the plan, practice, or program is decreased and that change results in an increase, 
in the amount of compensation under a plan, practice, or program from one plan, practice, or 
program year to the next plan, practice, or program year the increase in the amount of compensa- 
tion is an increase in wages and salaries for purposes of computing the allowable wage and 
salary increase with respect to the appropriate employee units of the employees in the. plan, 
practice, or program unit. This increase is determined by using the volume and the increased 
rate for the plan, practice, or . program year the rate'-is increased. When the amount of compensa- 
tion under, the plan, practice, or program for the plan, practice, or program year the rate is 
increased surpasses the amount of compensation that would have resulted under the rate in effect 
f- ^ previous plan, practice, or program year the amount ofsuch excess is considered to be 
'£CDI/^"jase In wages and salaries with respect to the appropriate employee units of the employees 
^J^^y^)lan, practice, or program unit. I 



Example 1: 



Company X had a sales comralssion plan which pays each salesman 57o of his gross sales after 
he has met his quota of $100,000. The plan year is the calendar year. In 1971 there were 
three salesmen whose gross sales and commissions were as follows: 

. 1971 Salesman Gross Sales Commission 

A $400,000 $15,000 

B $500,000 $20,000 " ^ 

C $360,000 $13,000 

In 1972 a competitor introduced a new product which was expected to reduce the market for 
Company X's product. As a result Company X removed its $100,000 quota, and salesmen received 
a 57« commission on all sales. Although sales did drop, and commission decreased despite the 
dropping of the quota, there is a changeable increase to wages and salaries, which is the 
difference between the amount paid under the new plan, and the amount that would have been paid 
on the 1972 volume under the old plan: 

V 1972 Salesman > Gross ^a leg j Commisjiion^Paid Commissio n that Would Have B een 

" " ' ~ Paid Under Old Plan on"" ' 71 Volume 



A $300,000 $15,000 $10,000 

B $300,000 $15,000 $10,000 

C $200,000 $10,000 $ 5,000 

TOTAL: $40,000 $25,000 

The changeable increase to wages and salaries is $15,000, the difference that results 
between the application of. the old afd new plan to the 1972 sales volume. 

This 'increase in wages and salaries is apportioned to the appropriate employee units of the 
employees in the plan, practice, or program unit. The amount apportioned to any appropriate 
employee unit is determined by multiplying the number of employeies in the plan, Ipractice, or 
program unit by a fraction. The numerator of the fraction is the amount of the 'increase. The 
denominator of the fraction, is the number of employees in the plan, practice, or program unit. 
This formula may be illustrated as follows: ' 

■ " ■ r 

Plan, practice or program unit = 200 

Members of plan, practice, or program 
unit who are also members of appropriate 

employee unit «■ 50 . 

Amount of increase = $20,000 

50 X $20,000 =r $ 5,000 

200 

The amount of increase apportioned to an appropriate employee unit is considered as a wage, 
and salary increase in the control year paid . If nhe increase or any part of the increase Is 
not paid but is deferred then the increase deferred is considered as having been paid during 
the control year it would have been paid had it been paid. ; 

The amount of increase apportioned to an appropriate employee unit is considered as being 
a pay adjustment for purposes of the prenotif ication and reporting requirements of Part 202 at 
the same time the amount of increase is considered as , an increase in wages and salaries tOi/ that/jV 
unit. V ; ■ ' 

The amount of increase apportioned to an appropriate employee unit is in lieu of otherwise 
allowable wage and salary increases. Thus, the amount of increase apportioned to an appropriate 
employee unit plus the amount of other wage and salary increases cannot exceed the wage and 
salary increase allowable with respect to that unit for any control year . Accordingly , the 
a! Of any increase apportioned to an appropriate employee unit and charged as a wage and 
■sjj^[yj\^ncrease goes into the base compensation rate for purposes of computing the allowable 



wage and salary increase with respect to that unit for the control year after the control year 
the increase is so charged. 

Any change in. the method of calculating the earnings under a plan, practice, or program 
which results in an increase in wages and salaries larger than the increase allowable with 
respect to any appropriate employee unit in the plan, practice, or program unit must be sub- 
mitted to the COLC pursuant to §201.78. 

Any plan, practice, or program which does not have a specified plan, practice, or program 
year is considered as having the plan, practice, or program year beginning on November 14 and . 
ending the following November 13, 

; ■ T 

6.7 NEW OR REVISED PLANS, PRACTICES, AND PROGRAMS: §201.78 

This section only applies to Phase II and the mandatory sector during Phase HI. The 
voluntary sector during Phase III is governed by the guidelines contained in Appendix B to. ^^^^^ - 
Part 130 of the Cost of Living Council's Regulations. 

6.8 REPLACEMENT OF EXISTING PLANS, PRACTICES, OR PROGRAMS 

A plan, practice, or program operating under the regulations which has expired on account . 
of the passage of time may be replaced by a^new plan, pr actice , or pro'gram without Pay Board 
or COLC prior approval where the aggregate amount of c omp e n s a t i on~^ aya b l^~und e r ~t H e~ n ew~p ian~^ ' 
practice, or program is not increased. over the old plan, practice, or program.. The determina- 
tion of whether the aggregate amount of compensation is increased by a replacement plan, 
practice, or program is made by comparing the results under both the old plan, practice, or 
program and the new plan, practice, or program using. the information from the last plan, ^ • 

practice, or program year the old plan, practice, or program operated and the formula contained 
in the new plan, practice, or program. 

For example, assume that Employer A..has an incentive bonus plan operating under §201,74. 
The plan was adopted on January 1, 1968, arid was to expire after five years The plani.contained" 

specific rules of eligibility establishing a class of employees to participate under the plan.- 

This class was all level 10 executives who earned at least $25,000 per year. The formula under 
the plan was two percent of profits above $10 million. During 1972 profits were $25 million. 
The payout under the plan in March 1973 was $300,000. A new plan was adopted on January 1, 
1973, to replace the plan which expired on December 31, 1972. This plan contained the same 
formula and ^ the same eligibility requirements as the old expired plan. Although profits during 
1973 may increase the aggregate amount of compensation payable under the new plan did not 
increase. This is because the comparison between the new plan and the old expired plan is 
made by using the formula under the new plan and the profits under the old plan for the last 
plan year the plan operated. If the new plan had changed the eligibility .requirements to 
expand the class of eligibles the new plan is required to be submitted to the Pay Board for 
prior approval. This is because the new plan does not replace an existing plan. The new plan 
is different from the old plan in that there is a new expanded class of eligibles. If the 
new plan, had changed the payout under the plan from cash to stock or to phantom stock the new 
plan is required to be submitted to the Pay Board or COLC for prior approval. This is because 
the new plan does not replace an existing plan. The new plan is different from the old plan 
in that one is payable in stock or phantom units whereas the other was payable in cash. 

6.81 Replenishment of Stock Option Plans . ' 

Where all of the shares reserved under a stock option plan have been granted under options 
the plan is considered as having expired on account of the operation of time. So, where there " 
are no shares remaining under an existing stock option plan, but the plan has not (expired be- 
cause there is time left under the plan the plan may be replaced. This is called replenishment. 
A plan may also be replenished where all of the shares reserved under the plan have been granted 
under stock options but shares still remain under the plan. 

This situation occurs where options lapse and the shares under option go back into the plan. 
For example, assume that a plan was adopted on January 1, 1968, and was to expire after 10 
years. There were 100,000 shares of stock reserved for options under the plan.. Options • 
g O ^to employees expire six months after their employment ends. Shares under expired options 
gE[^C P^^"' On December 31, 1972, 100,000 shares had been granted under option.. 

buMWiTimiU'e were 10,000 shares remaining because options had been allowed to expire by departing!.: 



employees. The plan can be replenished if the existing plan is cancelled prior to replenish- 
ment and the fact of replenishment does not increase the allowable number of shares to be 
issued under new stock options under the replenished plan. 

Replenishment is available to stock option plans meeting the requirements of Pay Board 
cjualification and those plans not meeting those requirements so long as the plan operates under 
the provisions of §201.76. Thus, a stock option plan meeting the requirements of subdivisions 
. (ai ) through (d) of §201. 76(b)(l)(i) can be replenished. And thus, a stock option plan in 
e?fect on November 13, 1971, or. approved by the Pay Board or COLC pursuant to §201.78 as a new 
stock option plan, or reported to the Pay Board or COLC pursuant to §201.79 as a stock option 
plan of a new organization and not meeting the requirements of subdivisions (a) through (d) 
of §201.76(b)(l)(i), for example, a discount stock option plan, can be replenTshed. 

As is the case with replacement of existing plans where a plan is replenished the aggre- 
gate amount of compensation payable under the plan cannot be increased, the eligibility 
requirements cannot be changed, and the type of compensation cannot be altered. ' 

6.82 Modification or Revision of Plans, Practices, or Programs 

; Incentive compensation plans or practices operating under the regulations can be modified 

or revised without Pay Board or COLC approval providing the aggregate amount of compensation 
""unider'the^plan or^practice'^'as^revi'se'd'^^^ — " 

the results under both the old plan or practice and the new plan or practice using the informa- 
"^tion from the last plan or practice year the'oldplan or^ practice operated and the formula 

ur)(ier tho new plan or practice. The eligibility requirements, performance goals or targets, 

rind typ« of compensation under the plan or practice cannot be changed. 

The method of calculating earnings under sales or commission plans or practices o'r produc- 
tion incentive programs can be changed without Pay Board or COLC prior approval where any 
Increase in wages and^salaries is charged to the appropriate employee units of the employees 
participating in the plan, practice, or program unit as provided . in §201 . 77 . Where tlie in- 
crease -in wages and salaries cannot be absorbed by anyone of the appropriate employee units 
.-participating , in the plan practice, or program..uhit., the plan, practice, or program is required-; 
to be submitted to the Pay Board for prior approval. 

6.v*^3 Adoption of New Plans, Practices, or Programs 

A new plnn, practice, or program which was not in effect on November 14, 1971, or which 
did not replace n plan, practice, or program in effect on that datp c»r approved by the Pay 
Board or COLC pursuant to §201. 7S as a new plan, practice, or program, or reported to the Pay 
Hontd or COLC pursuant to §201,79 as a plan, practice, or program of a new organization is 
requirtd to bo submitted to the Cost of Living Council for prior approval. Approval of a new 
plan, pr.:ic t icc:, or program is subject to the terms and conditions that may be imposed by the 
COLC. Unless an exception is warranted, the amount payable under a plan, practice, or program 
with reijpect to the first 12-month period the plan, practice, or program operates is chargeable 
against the allowable wage and salary increase of the appropriate employee .units of the em- . 
ployee$ in tlie ptan, practice, or program unit. This amount is considered as a wage and salary 
increase with respect to each appropriate employee uni^-^^or-jtlie control year during which pay- 
ments or awards are made under such plan, practice, or program. In determining whether or not 
to approve any plan, practice, or program or whether or not to charge the amount payable uiider 
a plan, practice, or program to the allowable wage and salary increase with respect to the 
appropriate on.ploycc units of the employees in the plan, practice, or program unit the COLC 
will look to all the facts and circumstances involved in each case and will utilize the excep- 
tion c-rit.'*= r' .■'OotcaincMj in § 2 )1.30. 

6.ih Certain ' 'pUi -l IM Practices, or Prograjns 

A plan, practices -'r program in effect on November 13, 1971 > meeting the definitions of 
8 201.72{r) an exist.itif!: contract or 8 201. 72 (g) as a pay practice preyiously set forth no 
longer operatifip; Lin'S-^-r § '?Oi.35 is allowed to operate under the applicable provisions of the 
re^-iuJ ati 'iif. . \ 

6.g- NEW CU'.OAinZATlONS AND^^ IN OnGANIZATIONAL FORM: 8 203.79 

' o ; .. ^ , 

^[^(^ir i;ec;tJMfi . nly •t.{'[.Liec to rMi:Li-;.o II and firms in the mandatory sector during I^hase III. 
" Inf.: In tti'.; 7.^ I ujilary sector-, « f.ls section serves as a guideline. : ^/ 



6.91 New Organizations 



An orgaai 'nation not a successor to an existing organization formed on or after November 
It, 1971» has 90 days after the day of establisliment to report any incentive compensation plans 
br practices or sales or commission plans pr practices, or production incentive programs' to the 
COLC. Ai^ organization is a successor to an existing organization where the. organization 
merely goes through a change in form of legal organization. For example, a sole proprietorship 
is incorporated. The- corporation is a successor organization. Two sole proprietors form a- ' ) 

partnership. The partnership is a successor organization. A corporation spins off n subsidiary 

as a separate corporation. The- former subsidiary is a successor organization. Two corporations 
are consolidated into a new corporation. The new corporation is a successor organization. A 
corporation is merged into, another corporation. The surviving corporation is a successor organ- 
ization. Examples of changes resulting in creation of new organizations which are not successors 
to existing organizations include an individual who was not previously engaged in a business, 
entering that business as a sole proprietor, and an individual who was not previously engeiged 
in a business entering that business with another individual who ^'also was engaged in that busi- 
ness as a partnership, or as a corporation. 

An organization is considered as having been established' on the later of the day of its 
legal existence or the day of its commencement of business. The commencement of business occurs 

--whe n-^empl oy e es..aiie-..hired,~offdces.^are -..ope ned,--.or--.pro duct s^are.-made~-or---so^ — The-commencement 

of business does not mean that any revenue^must be generated or that revenues generated must 
result in profits. - . 

A report of a new organization is required to describe in detail all incentive compensation 
plans, practices, and programs including the amount of each item of compensation including sal- 
aries and job perquisites. Where available the report should state compensation levels of ap- 
propriate employee units or the employees* in those appropriate employee units in comparable jobs" 
in nearby firms. The report is also required to demonstrate that the establishment of the new 
organization and the plan's, practices, or programs was not for the purpose of circumventing the 
intent of the wage and salary stabilization program and is not unreasonably inconsistent with 
^the^^ intent .^aLnd^pjur po s e , o f _ t he wage an d s al ar s t ab i 1 i z at i o n ^ pr pgr am or t ..P pl i e.s P f . t he Pay___ 
Board. A new prganization establishing only salary, perquisites, or qualified benefit plans, 
practices, or programs is not require-i to file a report with the COLC. However, where any^inr' 
centive compensation plan or practice or sales or commission plan or practice or production" 
incentive program is established, information with respect to salary, perquisite, or qualified 
benefit plans, practices, or programs is required to be included in the report. Any plan, prac- 
: tice , or program not reported within 90 days after establishment of the organization is con- 
•sidered as a new plan, practice, or program and is required to be submitted to the COLC for prior 
approval pursuant to § 201.78. 

6192 Changes in Organizational Form (Other than Mergers and Similar Organizations) 

An organization doing business in a particular organizational form which on. or after 
November lU, 1971, changes that form and before, after, or as part of on account of this change 
adopts new incentive compensation plans or practices or sales or commission plans or practices 
or production incentive programs which are successors to plans, practices, or programs in effect 
before such change has 90 days after such change to report any such plans, practices, or pro- 

: grams to the COLC. A plan, practice,>or program is a successor to another plan,, practice, .or. .'l 

"program where the plan, practice, or program does not increase the aggregate amount* of compensa- 
tion that would have otherwise .been granted, whether or not currently under a plan, practice, or 
program' unit without taking the reorganization into account. A plan, practice, or program which 
is not a successor . plan, practice, or program is a new plan, practice, or program and is re- 
quired to be submitted to the COLC for prior approval pursuant to § 201.78. A report of an or- \ 
ganization doing business in a particular organizational form vhicn changes that form is required 
to describe in detail all successor plans, practices, and programs including the amount of each 
item of actual or anticipated compensation including salaries and- job perquisites. Where avail- 
able the report should state compensation levels of appropriate employee units or the employees 
in thpse appropriate employee units in similar positions in the predecessor organizations prior 
•■ to ' the .change . The report is also required to demonstrate that the change in form of business 
organization and the establishment of the plans, practices or programs were not for the purpose 
of circumventing the intent of the wage and salary stabilization program or the policies of the 

ERIC 



I 6.93 Mergers and Similar Reorganizations 



An organization which merges with, or otherwise acquires, another organization may continue 
both -its and the acquired organization's incentive compensation plans or practices or sales or 
commission plans or practices or production incentive programs. The employees of the acquired . 
organization may be added to the plans, practices, and programs of the acquired corporation. 
However, in the case of incentive compensation plans or practices other than stock options, 

^ there can be no increase in the amount of compensation under the plan or practice on account of . 
employees added to the plan or pi-actice unit solely on account of a merger or similar acqulsi- 

■ fibns occurring on or after November ih , 1971. The plans, practices, &nd programs of both the • 
acquired and the acquiring organisations are required to be operated separately. For example, 

■the stock option plan; of an acquired corporation may continue to operate using stock of the 
acquiring corporation under the terms and conditions imposed under the stock option plan of the 
acquired corporation, but using the stock of the acquiring corporation in lieu of the stock of 

• the acquired corporation adjusting for the fair market values of the. stock of each on the date 
of the acquisition. Where an acquiring organization wants to combine its plans, practices, or 
programs with the plans, practices, or programs of an acquired organization both of these plans, 
practices, or programs are required to be submitted to the COLC for prior approval pursuant to 
§ 201.78. For example, if an acquiring corporation with a stock option plan wanted to end the 
plan of an acquired corporation and combine both plans into a single plan covering both the • 
em pl oy ee s „of ^aicj^^u y:eji_anA^a.c^^ r ing _c o r po r a t i on s -bo t h -plan s ^ ar e-r e qui re d~t o -be -submit t e d -t o— — 
the COLC for prior approval. Where there has been a merger or similar reorganization a plan, 
practice, or program which is not a successor plan, practice, or program is a new plan, practice, 
or prograun requiring Pay Board prior approval pursuant to §.201.78. 

6.9^ Carryover or Attributes 

A change in organizational form by an employer does not affect such attributes as appropri- 
ate-employee units, plan, practice, or program units or years or control years. These attributes 
"are carried over by an employer undergoing a change in organizational form unless otherwise re-- - 
quired by the change. For example, on July 1, 1972, a partnership incorporates. The partnership 
has an incentive compensation plan with a calendar plan year . ; T 

'pilaji' year'~mere^ in form .of business organizations. But, if the corpora- 

tion adopted a fiscal year beginning on July 1 and ending the following June 30, for all purposes 
then the payment under the incentive compensation plan is based on the profits' earned during the 
corporation's new fiscal year. The corporation is permitted to adopt a July 1 to June 30 plan 
year. 

6.10 DETERMINATION OF TYPE OF PLAN 

6.101 General ■ 

Since the Regulations provide for different treatment for different types of Executive and 
Variable Compensation Plans or Practices , the determination of the type of plan being audited 
is critical since an incorrect "plan type" determination will result in the application of in- 
appropriate Sections of the Regulations and possible findings of violation where none exists. 
The determination of plan type for Economic Stabilization purposes should be made by examination 
of the plan document(s) or practice document (s), if in writing to determine how the Plaji or 
Practice operates. Caution should be exercised in relying on the Plan titles, since there are 
no standarized Plan titles in use throughout industry. (For example, a Plan titled "Employee ' 
Stock Option Plan" may, in f act , be an "Employee Stock Purchase Plan"). For Practices not re- 
duced to writing, a verbal description of how the Practice operates should be obtained, together 
with any memorandums or letters issued to participants which describe the Practice. 

\. In order to assist in the determination of Plan type, listed- below for each Section of 
Sub-part F of the Pay Board Regulations are the kinds of Plans or. Practices that are covered by 
each Section, together with a brief description of the primary characteristics of such Plans or^ 

Practices. • . \ 

• • ■ ■■ . ' ■ . • \ 

6.102 Section 201.7^4 - Incentive Compensation Plans 

": This Section is applicable to a wide variety of Incentive Compensation Plans which have 
been reduced to writing and include a clear-cut formula or method to determine the total agg're-. 
f|^|-jy^ount payable under the plan or the total aggregate employer ; contribution that can be /made 
i C l\LV> ^ch plan. Not included are Stock Option Plans or Sales, Production or Commission Plans 



under which payments are related to changes in sales volume or production output. 



Bonus Plans, whether payable to executives or other employees not covered hy union con- 
tracts, are the most common Incentive Compensation Plans covered by this Section. Such Plans 
usually contain a formula based on changes in profit levels or earnings from which a bonus pool . 
is generated. Employees participating are granted individual bonus awards based on such factors \ 
as their base compensation, a distribution formula, performance appraisal or management discre- 
tion or combination of such factors. 

Current Cash Bonus Plans provide for lump sum cash bonus awards payable shortly after the 
close of the company performance measurement period, usually a year. Deferred Cash Bonus Plans 
provide for the payment' of some or all of the bonus awards after an "earn-out" period or after 
retirement. Current or Deferred Stock Bonus Plans operate similarly to cash bonus plans, except 
that the award is in shares of stock, rather than cash. Qualified Stock Bonus Plans are also 
covered by Section 201. 7U and are not considered Qualified Benefit Plans pursuant to Section 
201.59 of the Regulations. 

Employee ' Stock Purchase Plans (whether qualified or not) exe also incentive compensation 
plans covered by Section 201.7^. Under typical plans of this type, employees subscribe to pur- 
chase (usually through payroll deduction) a stipulated number of shares of sto ck at discount- 
from fair market value over~a''"perro'd~ of 't ime "''o^^ dollars, for the purchase of •stoclF 

through payroll deductions over a specified period of time and the company contributes an amount 
to each employee's account. In some plans, employees may elect to take a refund of their cash 
contributions prior to the purchase date and cancel the purchase of the stock. Stock purchase 
plans differ from Stock Options in that they involve the financing of the sale of stock through • ' 
payroll deductions for relatively small amounts of shares. Occasionally, a company may have a 
Stock Purchase Plan with no employer contribution, and under which stock can be purchased at 
100^ or higher -of Fair Market Value. Such plans do not result in any increase in vages and 
salaries and are not subject to Section 201, ^k, 

"P hantom" Stock Plans are also covered by this Section. Under a typical Phantom Stock Plan, 

*^ an employee is" awarded a number of imaginary "shares" or "share units" At the end;of a speci-~ 

fied period of time (usually 5 years) the employee is paid a bonus (in cash or in stock) equiva- 
lent to the appreciation in market value of shares or "units" of stock awarded above their value 

on the date of the award. Some Plans also provide for crediting the employee's account with ^ 

"dividend" equivalents - e.g., amounts equal to the dividends paid per share during the holding 
period. ■ 

Performance Share Plans are a variation of bonus and phantom stock plans. Participants are 
awarded a number of shares of .stock contingently at the beginning of .an avard period. To receive 
the award at the end of an earn-out period (usually 3-^ years), these plans require that a pre- 
determined company performance target or goal. must be met (such goals are. often expressed as 
increased earnings per share). If the goal is only partially rnet, the award '.is rediiced and im- ' 
provements in company performance below a stipulated minimum results in cancellation'* of the 
award. "Dividend Equivalents" are also often awarded contingently in some Performance Share 
Plans. 

There are innumerable variations of the types of incentive compensation plans described --r^ 
above which precludes providing a fuJLly comprehensive list. Fortunately, for Wage Stabilization 
purposes, if a variable compensation plan is clearly (l) not a Stock Option Plan; (2) is not a 
Sales or Production Incentive Plan; (3) is not covered by '"a Collective Bargaining Agreement, and 
► (U) is not an employment contract , it is an Incentive Compensation Plan subject to Section 201.7^ 
of the Regulations. 

6.103 'Section 201.75 - Incentive Compensation Practices 

/- 

Employers (particularly smaller firms) may pay or award bonuses to executives and other non- 
union employees, but may not have a formal plan document reduced to writing or if such "plan" has 
been reduced to writing, it may not contain a fixed formula or method for determining the aggre- : 
gate amount payable under such "plan", and therefore y does not meet the definition of a Plan 
under Section' 201.7^- Accordingly, Section 201.75 was ' included in the Regulations to cover such ' 
Incentive Compensation Practices. 

O . ■ ■ 



Typical Incentive Compensation Practices generally follow one of the two patterns listed 
"below: 

1, " Discretionary Bonus "Plans'* - Company Management or the Board of Directors may award 
cash or stock tonuses, payable currently or deferred to selected employees, regardless of com- 
PEUny performance and hased solely on Management discretion. 

2. Management by Objectives "Plans" - while such plans may specify a formula or certain 
"targets or goals, the formula or goals are changed periodically - often annually and therefore 

are not fixed. 

6.10i+ Stock Options - Section 201. 76 

A stock oprtion is essentially a right to purchase stock at a fixed price over a specified 
period of time. If the market value increases over the option price, the optionee can exercise 
his option by purchasing the stock covered by the option from the company at the lower option 
price. Obviously, if the market value decreases below the option price, optionees will not 
exercise options, but will allow them to expire. 

Stock O ption Plans„will^freQuently>~indicate->~by-~.ti-tle>--or—in-t he-description- of— the -Plan 

.whether the Plan. is "Qualified" or "Non-Qualified". This reference is to the tax status of the 
Plan under IRS Regulations. 

An IRS Qualified Option will nearly always meet the requirements of . Section 201. 76 (b) 
■since the tax regulations require such plans to (l) receive approval of the stockholders; (2) 
specify the aggregate number of shares set aside for option grants, and (3) issue options at a 
price of at least 100^ of Fair Market Value on date of grant. 

IRS Non-Qualified Option Plans may meet the requirements of Section 201.76 if the option 
price is required to be at least 100^ of Pair Market Value on date of grant. However, IRS 
;Non-Qualified Options issued at a pri of less than a fair market value on date of grant do ■ 
'^nbY'meet the requirements of Section 201. 7^ (b) but are treated as S-^ on 201. 76 (e) options. 

In some cases, an otherwise Qualified IRS optionvpl^^'-i "*d.ll induct or be "tahdemed" to a 
plan calling for the award of stock "appreciation rights" at the expiration of the option. 
Such rights permit employees to allow their ^pt^Ur^iS to expire, but receive a payment in cash or 
stock equivplent to the increase in marJ^at vp.V*iti over the option price, (in effect, to receive 
the benefits of ^a Stock Option without any iiiVestment . on the part of the employee). The 
attachment or inclusion of stock appreciation rights to an otherwise 201.76 (b) option converts 
it to a 201.76 (e) option. 

"Tandem" Stock Option Plans are fairly common in industry. Under a tandem plan, an employ- 
ee would receive two options covering the. same number of shares - one option being a Qualified 
Option and the second, a Non-Qualified option.' The employee can elect to exercise all or por- 
tions of either option, but such exercise will cancel an equal number of shares covered by the 
other option agreement. Where the tandem options are both issued at 100^ of Fair Market Value 
on the date of grant, the plan will generally meet the requirements of 201. 76 (b). However, if. 
the non-qualified- option^ is issued at less than 100?? of fair market value, both options are 
deemed to be covered by^ Section 201.76 (e). ' 

6.105 Sales, Commission and Production Incentive Plans - Section 201.77 

Plans not included in collective bargaining agreements and which directly reflect the- 
performance of covered employees in the form of sales or production are subject to Section 
201.77 of the regulations. . • ^ 

"In general, plans which are based on measurement of corporate or divisional profits cannot 
qualify as a sales incentive plan, even though salesmen may be covered by such a plan. In some 
cases, however, a plan covering salesmen may be based on measuring the profitability of sales. 
Such plans usually provide for the transfer of products to the sales department at a standard 
or manufacturing cost|price and measure the profits or sales- by subtracting from Gross Sales, 
the transfer price plus selling expenses .(such as salesmens salaries, expenses, advertising • 
Cppjp-tc). In cases where a plan is designed to measure sales profitability- as opposed to 
ctlN^Lor division profits, such plans can qualify as a Section 201.77 sales plan* 

1 : : \. ... ■. .. ..■ ■ 



EXHIBIT I TO CHAPTER VI 



- ; INSTRUCTIONS TO FORM S-82 

! COMPLIANCE INVESTIGATION WORKSHEET - 

EXECUTIVE AND VARIABLE COMPENSATION 

1 

7.1 PURPOSE 

This worksheet is intended to serve as an audit tool in investigations where items of 
compensation governed by the rules of Subpart F of the Pay Board's Regulations are present. 

7.2 WHEN TO USE 

This worksheet must be used in all cases involving Executive and Variable Compensation. 
It is to be completed by the investigator and. is not to be made available to the firm tinder 
investigation, • 

XJ-^JfERIUCM^ION , ... 



Verification of all computations shown on the worksheet should be supported in the case 
•file. / 



7-U SPECIFIC INSTRUCTIONS .. . 

PART I - Identification " 

Items 1, 2, 3 - Self explanatory 
PART II - General 

Item h - Self explanatory ■. 

Item 5 - If yes obtain a copy and include in the case file. 

Item 6 - The applicable block or blocks should be checked. If the firm claims 
it has a productivity program, check block (c) and complete Part VI. " 

PART Ili - Stock Options ; 

If the firm has two or more stock option plans which qualify for separate 
aggregate share limitations complete this part for each plan separately 

Only if one of such plans was in existence on November lU, 1971, for less than 
one full fiscal year, will they qualify for such separate treatment. 

A new plan adopted on or after November lU, 1971 j where another plan existed" on 
November ik, 1971 j whether or not such other plan is terminated is treated as a - replacement 
plan. 

Item 7 - Self explanatory 

Item 8 - If no to a, b, c, or d, the plan does not meet the provisions outlined. 
in ^the regulations. Consequently, Part IX which apportions the amounts chargeable to wages 
and salaries must be completed. 

Item 9 - Self explsinatory 

Item 10 - The aggregate share limitation for stock option plans which meet the 
requirements of Section 201.76 (b) is computed here. 



Item 10 (a), (b) and (c). - Self explanatory 

Item 10 (d), (e), (f) and (g) - These items are used to compute the aggregate 
apMffitas limitation for fiscal years which began prior to November lU, 1972. 



..V Item 10 (h), (i), (k) and (l) - These items are used to compute the aggregate 

,: share limitation for fiscal years which began on or after November 1^1, 1972. If more than one 
such fiscal year is included in the investigation, the averages in (j) must be computed- sep- " 
arately for each fiscal year. . 

Item 11 - Show computation for current fiscal year and two immediately preceding 
fiscal years ended after November ih^ 1971. Any excess options are not to be charged against 
wages and salaries. '\ 

■ ; ■ \ ~ . 

Item 12 - Show , computation for current fiscal year and two immediately preceding 
fiscal years ended after November ih^ 1971. The computed value would be considered a charge 
to wage and salaries. Separate computations should be made for the grant of options and for 
the exercise of options. See Section 201.76 (f) for valuation of such optibns, (Exclude the 
exercise of any options granted prior to December 17? 197.1) • 

PART IV - Incentive Compensation 

If the firm has two or more incentive compensation plans, compute the allowable 
amount for each plan separately. 

~ — ^Item~137*l"^%'~"15~and-l6™*Self "explanatory '■ ^ 

Item 17 - If a D & 0 was issued it will state what the allowable amount should 

be. 

Item l8 -| Show computation with respect to each plan or practice year for which 
payment was made after November l^i, 1971. If any award is deferred, payment is considered to 
have been made on the dalte of award. Use the formulas outlined below to compute the allowable 
amounts. | 

Allowable Amount for 

First Plan or Practice Year - (Base Year Amount) X (105.5) 

Allowable Amounts for Kach 
Succeeding Plan or Practice 

Year = . (Allowable Amount for the Previous 

Plan or Practice Year) X (105*5) X 
(Adjustment Factor) 

The formula for arriving at the adjustment factor is as follows: 

(Base Unit Salary + Base Unit Salary Additions) - Base Units Salary Deletions 

Base Unit Salary 

Item 19 and 20 - Show each plan or practice year separately. 

Item 21 - In determining whether an excess exists the allowable amount is the 
lesser of the amounts shown in Item l8 or Item 20. 

PART V - Sales or Commission plans or practices and certain Production Incentive programs. 

!. Item 22 - Self explanatory 

Item 23 - If the plan has remained the same, i.e. no changes at all, the plan 
can operate according to its existing provisions. If no is checked, the balance of this part 
does not have to be completed. 



Item 2k - Self explanatory 

Item 25 - If item 23 is checked yes and the dat.e of the change is prior to the 
beginning of the current plan, practice or program year this item is to be completed. 

- ... , , ^ _ _ jr%.o-^;^yW< ..'"{. 

Item 25 (a) - This is to be completed for the year of .change by using actual 
Vi O r production figures for that year. If . an excess is determined, it is considered an 
i:^R in the control year paid. That is, at the point in time the excess begirj^i is when 
i'msBMinsidered an increase in wages and salaries. 



Item 25 (b) - This is completed for each plan, practice or program year, in- 
cluding the current year, following the year of^t^ajige^^^ « 

--sales'-volme'~'or*"producTiori*^'ou^^^ or establish the exact amounts if "the ; 

year. is closed. The araouiits will then be used to determine whether an increase results under" . 
the new plan. Any excess is treated in the same manner as in 25 (a). 

Item 26 - If item 23 is checked yes asid the date of the change is in the current 
•plan, practice .or- program year, this part is to be completed. 

Item 27 - Self explanatory '-V^ 

Item 28 - The amount paid or awarded should be shown for each plan, practice or 
program year since the establishment of the plan, practice or program. 

Such amounts are increases in wages and salaries in the control year paid or 

awarded. 

Item 29 - Self explanatory. It yes tc '^B" attach a copy of the decision and 
order. . * 



PART VI - Productivity Programs 

This part is to be completed if the firm claims to have such a program under 
Section 201.61. • 

Items 30, 31, and 32 - Self explanatory 

PART VII - Job Perquisites ■ . . 

Items 33 and 3^ ~ Self explanatory 

Items 35 » 36, and 37 - I^* yes is checked, include control year or years changes 
made in or apportionment occurs. ■ ' - 

PART VIII - Officers Wages and Salaries 

Item 38 - To be completed for elected officers only. 



Column (a) is to show base salary at the time of investigation. 

Ccl.uran (b) is to show base salary for last payroll period of immedi- 
ately preceding control year. 

Column (c) is to show percentage change lanless increase is the result 
of a bonafide promotion. In addition, on separate schedule show 
the same information for the immediatley preceding control year. 

■ Item 39^-^jiSelf..<^xplBnatory 

Item ^0 - Stafe the classification of the employees in the AEU in which the 
officers listed in Item 38 participate (e.g. officers only, all executives, all salaried). In- 
clude the title and salary range applicable to the lowest paid employee in this AEU. 

Item kl - The purpose of this c^uestion is to determine the appropriations of the 
"AEU designation. 

Items k2 and h3 - Self explanatory 

PART XI - AEU 

Item - If investigation covers AEU's in addition to the one described in 
Item UO, check yes and enter number. 

O / Item ^5 - Circle the item numbers for amounts to be apportioned to all. AEU's . 

'El^C^ed by the investigation. 



Item U6 - State the nature and amount of items to be apportioned to each AEU 
covered by the investigation and identify each. Show separately for each AEU. 



Item ii7 - P.B. 3*s or 3A*s must be attached for each AEU for the current control 
year and the immediately preceding control year. 

Item k8 - Self explanatory 

PART X AND XI - Self explanatory 
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Economic Stabilization Program 

jQiOim Worksheet - Executive and Variable Compensation 

(Section refercncos are to the Ccononic 5tnbiiii:ation RegjliatTonj^^ 

Partil. — Identification ' 



1 Name and address of firm 



2 SIC code (if availnble) 



3 Principal product, activity or service 



Part II.-*».Gcnoral ■ . ' 

4 Chock the applicable box to show the form of the organization: 

a. Corporation £^ b. F'artnershi p ^ c. Sole proprietorship ^r*^ ^ 

5 Have any pay rulings or decisions been issued to this employer, or are any pending? £^ Yes £^ No 

If ;"Yes , " describe. 

6 Check the appropriate boxes belov/ and complete the applicable sections of this worksheet. 

ft. The firm issued stock options . . . ^7 

b. The firm awards incentive compensation as defined in Section 201.72(e) . 

c. The firm has a productivity incentive program as defined in Section 201. 6l 

d. The firm pays variable compensation as defined in Section 201.77 • • • • • • • • • . . • • • • . • ...» * • * C7 

e. The firm provides job perquisites as defined in Section 201.7^(d). • 

Part III.-— Stock Options (Complete only if the fir-m has n stock option plan and has issued stock options since December -lb, 

1971* fir-n has no^e than one stock option plan, see instructions,) ^^^^^^ 

7 Oo«i the employer's stock option plan or any of the options granted under the plan since December I6, 1971 1 ^^e 
def ini tion of : ' 

a. An existing contract, pursua nt to r-ection 201.72(f)7 ZI? Yes £7 No 

b. A pay practice previously set forth, pursuant to Section 201.72(g)7 ; « . ^7 Yes ^ No 

c. If "Yes " to a. or b., explain. 



(See Section 201.35, 201.76(c)(4) and 20l.7Q(d) for plans or options meeting the definitions of an e^.isting contract . 

or a pay practice previously set fOf*th .) ' 

8 Does the plan meet the folowing provisions of Section 201. jG{b){l): 

a. 'iiere the stock options granted in yjriting? £7 Yes No 

b. Does the plan have stockholders' approval? =• £T Yes zII7 No. 

If "Yes," give the date ■ ^ 

c. Is the maximum number of shares stipulated?* . . . . ■ ' £7 Yes £y No 

If ''Yes,*' give the number , . .' ^ \ > 

d. Is the option price not less than ^00% of ^air mark'^t vali.e? .... * £17 Yes Cf \^ 

If "rJo," explain. 



e. If "Mo " to a., b., c, or d., check item 9 e. and copplete item 11 and Part IX. 

9 Check the type of plan below and compute allowable options in iten 10. ' 

a. existing stock option plan (Section 201.76(b)). Allowable options are computed per Section 201 .76(b) (I ) (i i ) or 

(iii) or Section 201.76(c)(1), (2), (3) or (4) . £7 

' b. Replacement of existing plan (Section 2U1. 78(a)). Allowable options are computed per Section 201 .76(b) (1 ) (ii) 

or (iii) or Section 201.76(c)(l ), (2) , (3) or (4), as applicable to the existing plan. £!T 

c. Modification or revision of existing plan (Section 201.7B(b)). Allowable options are co.uputod. in the same 

manner as in item (b), above CJ 

d. Mev.' plan (Section 201.73(c)) . Qet.erniro allowable shares fi^oTi the Decision and Order or apoendix B. (Sec 

Pay Board Ruling 1972-113 if the firm had a previous stock option plan.) Z7 

e. The stock option plan does not peet the requirem'ents of Section 201.76(b)(1) , HI 

^ If you check e. , also complete iter. 12 end Part IX.) ^ ■ - 
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PMrt TTT^^qtnck OnHong (Continued) 



JIO.^A«)PUD t a I lowab le,„ahoces^unde c„t he,..£ 

the amount fron tho Decision and Order.). * *^ ■ 

a. Date plan adopted * *^ 

b. Corporation fiscal year. ^ 

c. Total number of shares available for option under the stock option plan as of December ^1 , 



d. For a fiscal year beginning prior to November 1972, Hat the aggrwcjato number of ,shares under - stock options granted 
' in each of the employer's last' three fiscal yearo ondinq before ^Jovopber ^A^ 197^1" 

1. First year ending before ftovember 14, 1971 ^ ^ 

2. Second year ending before Movember 14, 157> ^ . 

3. Third year ending before (November 14, 197** • • 

e. How nany shares under option were grantud in the fiscal year including November 14, ^^'J^ , and granted before December 
17* 197'''? (These options may. be exercised per Section 201. 76(a)) ^ . 

f. Have options been granted since December 16, 1971 o"^^ prior to flncal year beginning on or after 

November 14, I972 ? .' Zl7 Yes £7 fJo 

If "Yes," show number of shares by fiscal yea". 



g. Compute below allowable shares per Section 201 .76(b) (I ) (ii ) or (c) and enter results in Item 11a. 3. for each applicable 
fiscal year. 



h. Have options been granted in a fiscal year beginning on or after TJovenber 14, 1972? Yes Wo 

If "Yes," show number of shares by fiscal year. ^ 



i. If "Yes " to item,h., above complete the following for each fiscal year iho plan was in existence prior to the year of 
computation. . ' 



FY»s Prior to FY c 
Beginning 


>f Computation 
Ending 


Options Granted 


MuTiber of Enployeos 
Participating in Plan Unit 


























Totals 







j . Compute averages : 



options 



options 
years 



, employees « 



eniployees 
years 



k. Show number of employees reasonably expected to receive options for the computation year, , , , 

1. Conpute below the aggregate share limitation for the computation year. Enter bhe results in Item* 11 a,3« for 
each, fiscal year, 

nual a-erage 



Z. ' / v> /tfTployees ■ to rffceivo ootions / 
Annual a-erage options /X / , ' ^ : ' / 

^ f Average numoer of employees / 



11 a. Computation of options exceeding the Economic Stabilization Regulations. (U:>e a separate column for each fiscal year.) 

1. Fiscal year(s) of grant 

2. Number of shares covered by options granted 

3» number of allowable shares (frOfn item 10 g. or 1.). ..... 



4. Excess, If any, of line 2. above, less line 3i . . . 

b. Were options granted for shares in excess of the number allowable under the Economic Stabilization r?eqs? Yes ^ / ^i Q 
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Pa**t Ill.-^Stock Options (Continued) [ ' I_ 

^. 12 ' If "i ten" "^eT'is "checked ^do ternine - the • va lue- of- the^-s tock .op kions ,.for.„the, fiscal .. yeax..?!..!'!?^. ^^^^ 
of exercise. Show computations below for each fiscal year, and complete Part IX. ^ 



part IV.— Incentive Conpensation (Other than stock options or productivity incentive as defined in Section 201, 6l or plans or 

practice? covered bv Section P01,77) 

(Complete this part for each separate-plan or practice if the enoloyer awards incentive compensation, as defined in Section 

201.72(e).) • ^ ' 

13 •« Is incentive compensation awarded under a plan as defined in Section 201.74? r ^7 Yos £7 No 

If "Yes," attach copy. 

b. Is incentive compensation awarded under a practice as defined in Section 201.75? " . . . . . £7 Yes £17 

If "Yes," describe method for determining aggregate amount of awards pursuant to the practice, or show 
th« bonus percentage as determined by the formula in Section 201.75(a)(1). 



14 Does the plan or practice or any awards made thereunder meet the definitions of: 

a. An existing contract? .■ £J Yes Z7 No 

b* A pay practice previously set forth? ZIT Yes £7 No 

c. If "Yes" to a. or b., explain. 



15 What is the plan or practice year?. 



16 If the plan or practice makes awards other than cash, or provides for dtftrrtd payments, explain. (Gee Sections 201.74(c) 
(1) and (3), or 201.75(c)(1) and (j).) 



/ a. Has the employer adopted a new or, replacement incentive compensation plan, or revised or modified its 

. existing plan, since November 13, 19717 . . ■. . - - • • £12 Yes £^ No 

b. Was approval of the plan required under Section 201.787 • ^7" Yet £J No 

c. If "Yes " to b., has a Decision i«/id Order been received? £J Yea £J No 

d. If "No to b« or c«, determine if any amounts awarded should be apportioned to wages and salaries, 
compute the amount in items 18,15, 20, and 21, and complete Part IX. . 



18 Compute the allowable amount for each plan or practice year for which an award was made after November 13,197'' (pursuant 
to Section 201.74(b) if a plan, or to Section 201,75(b) if a practice). 



e. Base year amount . . . ' 



b. Allowable amount for first plan or practice year. . 

c. The adjustment Factor and allowable amount for each subsequent plan or practice 
year: 

I Factor 



Amount 
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Parfc IV. — Incantjv C^wo<nMtion (ContinL>»d) 



1J Hm th« Mploy^r md« sMrds undir thi pltn or ppictlce iftep Novtubftp 13, 1971? /7 Ym Z7 No 



b« If "No " to i»h«n do«9 tmploytr exptct n«xt awards to be madet . • . .......... 

c. If "Yaa" to what wta th* aggregate amount and date of tho award for eech plan or practice year? 



d. If there is e« amount in c, does it include: 

1. Itena deferrsd to e leter yesr? . . . ^ yes CJ No 

2. Itena deferred from en earlier year? , , ^ Yes £J fto 

3. Noncesh itane? £J'f99 [J No 

e. If VYee " to 1. , 2. , or 3. , explein. 



20 e. If ewsrd made under e "plen," detenwine for eech plan year the aggregate maxlnum amount computed in accordance with 
the plan formula. 

b. If award sede under a "practice," determine for each praotice year the eggregete maximuu eitount computed in eocordence 
the f omuls in It— l^b. ' - 



21 If there ere amounte in itsm 19 c, are they more than theJ amount computed in either item 18 or 20? . . CJ Yes £7 No 
If "Yss," sha»" saount of sKcess for esch plsn or practics year ana complete Part IX. 

Pert V.^Ssles or CoffMission Plsns or Prsctices end Cortnin Production Incentive Programs (Complete for each separate plen, 
prectice or p rogram!) ' 

22 Prior to Noveaber 14, 197'' » the, employer have established end in sffect a sale? or commission plan or 

pmctics or a production incentive program covering nonunion employeea? CJ Yes ^7 No 

. If "Yee," end pie n or progrem ere in writing, sttsch a copy; if s prsctice or a program not in writing^ 
desoribe Mthod for detsrmining aaount of compensation. 



23 A*. If "Yes " to item 22, hes the method of calculating earnings changed since fjovember I3, 197'''? • • • • lU Yea [J No 

; b. If 'Tea " to a., what is. the date of change? • • . 

to "No " to e^yolen way operate per Section 2Q1.77(a)(1).> 



.24 What ie the plen, practice or program year? 



2$ e. If e chenge initielly effects a completed plan, prsctice or program year, based on actual sales 
afcluae or production output for such year: 

.1. Stats the eggregsts amount of compensation paid or swarded under such chsnged plsn, practice or 
^ program ^ [ I 

2. Siata tha eggrafata amount of compensation that would have bean paid or ewarded had no change in 
the net hod of calculating earnings occurred. ' * ^ \^ 

3. If 1. exceade 2., ahow amount of excecs and complete Part IX ^ 



b. For each plan, practice or program year following the year of initial change, based on actual eales 
voluaa or production output for a completed year, and on projected sales volume or production output 
for the cuf»rent year: 

1* State or estiaate the aggregate amounts of compensation paid, awarded or paynble under such ^ 
plan^changed practice or program. . 

2. State or est lasts the aggregate amount of compensation that would have been poid, awarded or \ 

payable had no change In the method of c&lculeting earnings occurred 

3* exceeds 2., show the amount of excess for esch year and complete Part IX ....... ^ 



26 If e chenge initielly effecte a current plen, practice or program yeer, based on projscted sales volums or production output 
far sach yasr: 

: e. Eetiaate tha aggregete amount of coapensstion payable under auch chenged plsn, practice or prograi4_|_ 
b. Eetiaate tha eggregata aaount of coapanaetion that would have been peyable hed no chenge in tha 



aathod of calculating earnings occurred |^ t 

e. If a. exceade b. ahow the aaount of exceee end complete Part IX . . • . . • ^LJL 



27 If "No " to itaa 22yhee euch a plen, p rectice or prograa been eatabliahed eince November 13, I97I? » ■ ■ Of Yee £J ^ 
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part v.— Sales 02' Commission Plans o"^' Practices and Certain Production Inr.enblvR pj^ograms, (Complete for 

each sopar a to pla n , practice rr program » ) (Continued) " • ^ . ■ ■ ■ \-. 

T 26 If " Ye s." ""t o""i"t eirT Frr'^'Ko w"" gfm re te" Pa r t *; ' IX r«'''rTV 7rw 'Vw". ^ ^ ..m...^^^ 

29 a. If "Yes" to Items 23 or 27, was approval required under 3ection 201.73? /I7 Yea £7 No . 

b* If "Yes" to has a .Decision and Order boun^vecelvcd? . .• , * * £7 Y^s ZI7 No . 

part VI Productivity Prosra:nr> . ' ^ ' \^ 

30 Does the employer claim tliat any or Its plans, -practicea or programs are productivity 

incentive programs? If "Ye s/ c ompleue items 3 1 and 32. . ^ ■ ' 

31 Describe method by wliich compGnsation under such program is computed. 



32 Does such program qualify as a productivity incentive program pursuant to Section ?01,6l{d)? ....... £7" Yos ' No 

. If "tJo," treat as a Section 201.74, 201.75 Of" I?01.77 plan or practice, aa applicable, and complflte the ap« 
prop riate part of this form. 



Part VII,— Job Per q uisites ' ; 

33 List all items furniahed by the employer you oonsidor to be perquisites us defined in SectiMi 201.72(d). 



34 Lir/t all business expense reimbursement pra:^ces of the employer » including irilea^e reimbursement, club dues payments, etCi 



35 Has the employer made any changes in its practices as described in ilsms 33 (-•9-i increai'ng 

fliileage reimbursement, adopting a tuition reiinbursenent progran, issuing gasoline credit ciirds, etc.)* 

:since rjovember 13, 197'''? * '> £17 Yes Fl Ho 

If "Yes," describe. 



36 Does employer intend to include the value' of such changes in pay adjustment computations?. £17 Yes ZIZ No 

If "Yes," describe. 



37 Should any items furnished as job perquisites be apportion»jd to wagui; and salaries? 
If ^'Yes," compute below and complete Part 



O Yes ZT" No 



> Pat VIII,— Officers' Wages and Salaries 



3G If a corporation, list the corporate officers and informr.^-.rlon 'i^odt th'^ir salnrios in the space be I01.V. The pe^cont1ge in 
column (c) should be obtained by dividing] the totcl in rolur^n (a) by the? total j'l colunn (b) and subtracting If 
the percentage changfi the result nf a bona fide fj:*omotioa, write "promotion'- in r.olurin (c). 





Name 






Payrolt Poilod 
llj) 


percemaoe 
Change 

id 






$ 


$ 


% 










































Totals ' 


$ 


$ 


% 



39 Is the current total base salary more than ^Jfi greater than the total base payroll period? ...... Zl7 Yes f^lo 

If "Yes," fietermine the Appropriate Employee Unit (AEU) and complete Port IX. (Part IX should also be 

completed for the AEU if column (c) for any officer substant ially exceeds 3*^^'^.' ) ^ ' 

40 Describe the AEU in which corporate officers are currently participating, / • 



Form S-82 page 5 (Rev. 5-73) 



Department of the Treasury - Internal Revenue Service 



ERIC 



Part YIII.**Of fleers * Wages and SaZarlea (Continued) 



41 Hava tha corporata officara historically participatad in this AEU? O Yas Z7 No 

"•-"^If-wNo'yw^axplainr ~ — >— — .-..^ . — 



42 What is tha control year for this AEU7 

43 How nrnny employees wisre in the AEU for each control year? ^. , ^ ^ , ■ 

Part IX.— Appropriate Employee Units ■ . \ ^ 

44 Does this worksheet involve more than one AEll? > O 'i^^ CJ No 

45 Amounta to be apportioned to eech AEU ware determined from iteas (circle applicalle item numbers) 

9e; 12, 17> 21. 2^a.3i 2^b.3/26c, 28, 37, 39 ' 

46 State the items and amounts identified in item 4^ and associate with the AEU. Please describe each AEU. (Use additional 
pages if necessary.) 



47 Prepare and attach a Form PB-3 or PB-3^ for each A£U. Number of Forms PB-3.or Pft-3A attached, 



Part X. -—Signatures 



46 Investigator 



^ 49 Date 



50 Total time spent 



51 Reviewer 



52 Date 
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EXHIBIT II TO CHAPTER VI / 



During Phase II, the Pay Board decided that increases in aggregate compensation for units 
of white collar, management and executive employees should be limited to the same general wage 
and salary standard as was applicable for other units of employees. However, recognizing that 
the compensation package for management employees usually included bonuses, stock options and 
other forms of variable compensation, it was decided that special re.'^lations ware required to 
provide rules governing the operations of such plans. These rules are covered in Subpart P of 
the Pay Board regulations. 

These regulations separate executive and variable compensation from other forms of com* 
pensation. The term "executive" is not defined. However, the determination of whether .the 
rules regarding executive and variable compensation apply to an item of compensation does not 
depend on the individual receiving the compensation, but the type of compensation received. 
The regulations also do not affect any plans covered by the provisions of a collective 
bargaining agreement. 

Increases in salaries and the cost of perquisites awarded to employees or executives ^re 
. chargeable to the general wage and salary standard for the appropriate employee unit or 

units to which such employees were assigned by the employer. In addition, salary payments ■ 
deferred to later years are charg3(3 as wages and salaries in the year earned. 

■ INCENTIVE CmPENSATION PLANS 'AND PRACTICES (Excluding Stock Options) - Sections 20^.^U and 

■ 201 .75 I ' ■ ■ 

A wide variety of plans are covered, including cash or stock bonus plvns whether payable 
currently or where payments are deferred, phantom stock plans, stock purchase- plans, and 
performance share plans. (These regulations do not cover qualified benefit plans, e.g.. IRS. 
qualified pension or prof it sharing plans . ) 

The control concept underlying the regulations is that payments and awards made under 
such plans or practices during Phase II or III that are consistent with pa3rments made -under, 
such plans or practices prior to Phase II, should not be deemed to be increases in wage and 
salaries. Accordingly, the computation provisions are the heart of these regulations on 
incentive -compensation plans and prac oices. In essence, the regulations provide that for 
plans or practices in existence on November 1a, 197t, the allowable amount which might be 
paid as a bonus for the first plan or practice year under Phase II is the amount actually 

■ paid in the best of the last three plan years plus Following the recodification 
hearings, 'the Pay Board amended the regulations to provide an additional 5.$^ increase in 
•the allowable amount in the second plan or practice year and required that the allowable 

; amount be adjusted upward or downward to^ reflect increases. or decreases in plan participants 
i from the base year who are now eligible to receive awards under such plan or practice. 

The regulations also permit payments in "excess" of the allowable amount to be made, 
provided such "excess" payments are charged as increases in wage and salaries. Any excess . 
.payments must be distributed pro rata among the appropriate employee units to which plan 
.participants have been assigned. , 

During Phase II, the adoption of new incentive compensation plans and practices required: 
^ prior Pay Board approval. In general, the Pay Board approved the adoption of such plans with 

■ the condition that payments made under a new plan during the first 12 months of operation are 
chargeable as increases in wages sund salaries for the appropriate employee unit. Modifications 

; or replacements of planJ in existence on November II4, 1971, also required Pay Board approval. 

■ In general, such changes were approved, subject to the condition that any increase in aggregate 
compensation resulting from the revision or replacement over that which would have been 

: payable under the prior plan \: ?ld c'.xSo be a chargeable increase to wages and salaries. 

The standard treatement of new, modified or replacement plans adopted in Phase III has • 
been published in Appendix B of the Cost of Living Council regulations. 

■ a 



STOCK OPTIONS - Section 201 .76 



The Pay Boaj;*d d£cid9j^ t^^ no restrictions would be placed on the exercise of options 
which had been granted ^prior^'o 'tfie'^'^c Phase II ~"'It'^ars'o'^"de"c ided'^"^ — 

that stock options that met certain Pay Board requirements - namely, that (1)' the 
option plan must be approved by the stock holders, (2) that the plan must specify the maxi- 
mum number of shares set aside for option grants, and (3) most importantly, that thc» plan 
required options to be granted at an exercise price of no leas than ^00% of the fair ,narket 
value on date of grant - would not be deemed to be ah increase in salaries since there is no 
cost to the company for such options either at the time Qf issuance or exercise of such 
options. However, since the grant of such options are obviously an inducement to employment, 
it was decided that a limitation be placed on the number of shares which could be awarded 
under stock options during each fiscal year -of the" employer, such number to be consistent 
with each employers past practice in granting options prior to stabilization. 

The original Pay Board regulations covering existing stock option plans which met the 
Pay Board's requirements established an aggregate share limitation for a fiscal year beginning 
prior to November 1U, 1972, to the number of shares covered by options issued per year during 
the thrpe fiscal years ending prior to November 111, 1971 - divided by three. Special rules 
for computing the annual allowance were provided for plans less than three years old and for 
dormant plans. / . 

As a result of a number of complaints received during recodification hearings, the Pay 
Board issued new regulations on November II4, 1972, changing the computation of the annual 
stock option allowance • The aggregate share limitation applicable to fiscal years beginning 
on or after November lUj 197^^, is now based on the annual average number of . shares subject to 
options - that were granted during the life of the plan and now further provides that such 
allovjance must be adjusted upward or downward for changes in the number of plan participants. 

During Phase II, adoption of a new Pay Board qualified stock option plan required prior 
Pay Board approval. In general j such approval was granted with the condition that the allow- 
able number of shares that could be granted under options be held to 2S% of the aggregate 
shares authorized under the plan* Replacement or revised plans also required prior approval 
and in. general, the annual allowance for such plans was held to the annual allowance "which 
could have been granted under the prior plan. 

The standard treatment of new and modified or replacement plans adopted in Phase III has 
been published in Appendix B of the Cost of Living Council regulations. 

Stock options granted under plans which did not meet the requirements of the Pay Board 
(usually options -which could be purchased at a discount from fair market value on date of ■ 
grant) are deemed to be increases in wages and salaries. The charge made is an "option premium 
equal to 2$% of the fair market value of a share as of the date of grant plus the value of the 
discount from fair market value on that date. At the time of subsequent exercise of -.uch 
option, a further amount chargeable is the difference (if any) between the fair market value 
at the tiihe of exercise over the sum of the original 255? premium plus the fair^market value at ' 
the time of grant. Such charges are apportioned to the appropriate employee unit or units for 
the plan participants. 

SALES COMMISSION AND PRODITCTION INCSMTIVE PLANS OR PRACTICES - Section 201 .77 " 

; ■ These plans, when directly related to the performance of the employees with respect to 
sales or production output that were established and in effect before November 1971, may 
continue to ope mte in accordance with their provisions without, reference to the §.5?5 wage 
and salary standard. If a change is made in the plan or practice method of calculating the 
earnings of any employees covered by such plan or practice, the Increases in the aggregate 
amount of compensation over that payable under the plan or practice before revision is deemed 
an increase in wages and salaries the year earned and is apportioned to the appropriate 
; employee unit (s). ; 

During Phase II, the adoption of new sales production or commission incentive plans 
required prior Pay Board approval. Such approval was generally granted provided, however,; 
that payments under such plan be charged as an increase in wages and salaries. 

■ o ^ . . .... ^ : : , 

:£Rl(]])endix B of the Cost of Living Council 's regulations provides guidelines for the replace* 



.;: merit or modification and adoption of now sales commission and production incentive plans 
. consistent with" the standard treatment afforded such plans during Phaae II. 

NEW ORGA^^:ZATIONS - Section 201,79 

•Vny business or firm established on or after November 1.3, 1971, was permitted to 
establish executive or variable compensation plans or practices if within 90 days after the 
establisjiment of the business, report;was filed with the Pay Board, describing such plans, . 

■ [ ■ The report was required to demonstrate that the organization of the business entity and the 

plans or the practices adopted were not for the purpose of circumventing the intent of the 
. wage and salary program and were not unreasonably inconsistent with the intent and purposes 
of the program or the policies of the Pay' Board. Since the regulations did not require Pay 
Board approval, decision and orders were not issued in response to new organization reports 
except in .situations where a report indicated that a proposed action, was unreasonably incon- 
sistent with the regulations. i 

Section 201 .79 also spelled out the rules applicable to changes in organization form 
' resulting from mergers, acquisitions or reorganizations. In general, the Pay Board took the 
position that a change in organizational form should not affect the appropriate employee units, 
plans or practice units or control years unless otherwise clearly required by the organizational; 
change. Allowable amounts for established incentive compensation plans or stock option plans /- 
in predecessor organizations were generally allowed to be carried forward into the new 
organization. 

SUMMARY 

The • regulations covering Executive and Variable Compensation establish limitations as to 
the "allowable" amounts of payments or awards that can be made under executive and variable 
" ^^compensation plans that, are not regarded as increases in wages and salaries. "Excess" payments 
(except in the case "of Pay Board approved stock options) could be made if charged to bne 
;^ general wage and salary standard for the appropriate employee unit(s). anployers could 

adopt or modify or replace existing plans, but increases in aggregate compensation resulting 
from such actions are chargeable as wage and salary increases to the appropriate employee ' 
unit(s). The regulations in no way attempted to limit the amount of individual salary 

■ ' adjustments or. inc en tiive compensation awards - but control only the aggregate payments made 

pursuant to plans and practices. 
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Chapter VIII 



CASE FILE FORMAT 



8. 1 INTRODUCTION 



In both large survey and individual directed investigations, one of the most necessary 
steps to insure orderly case preparation and a quick accurate review is a uniform work 
p^roduct. Uniformity has been lacking in the cases submitted to date. The c^e files received 
have ranged from barely acceptable to extremely good. Consequently » we ask that the sample 
case file be the standard for all fuxure vage cases. A uniform product, such as the one we 
propose will greatly aid the review programs whether they be at' District , Regions, National 
"Office or the Cost of Living Council. > 

8. 11 General 

Two completed case files should be submitted for all pay cases. This will enable both 
National Office and CLC to review the case file concurrently. A retained copy of both 
locations will also facilitate matters when questions arise at either CLC or N.O. Each case 
file should be bound in a memo size folder rather than legal size. All inclusions and at- 
tachinents should be bound (ACCO fasteners or clips) to prevent losses and/or separations 
/either in transit or while being reviewed. j 

8.12 File Preparation^ 

All future case files should be set up in accordance with the case file outline you 
received. The best way to familiarize you with the case outline will be step by step. 

(1) The initial S-71 and all S-66 updating the case , should be attached on the 
reverse side of the file cover. S-66 green and yellow copies to be inserted 

in one copy of the case- file. S-66 pink and any other extra copy to be Inserted 
in the other copy of the case file. 

(2) Index should encompass all material in the case file report and indicate its 
location. - 

{ 

(3) Narrative Report (Memo style) (see report in sample filf»). 1 This will identify the 
firm investigated and the resolution of the investigation i.e.. Violation - No 
Violation. This memo report is in addition to the short narrative on the final S-66. 
The format is standard and has been used in almost all investigations . 



The report should provide the reviewer with a 
well as the investigator's recommendation. 



concise wrap up of investigation as 



(4) S-102. All parts are to be completed. If a section does not apply, indicate on 
form| (i.e., N/A) Where attachments are requested by the form, pinpoint their 
location in the appropriate section of the case file. 

(5) PB-3 or 3A 
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(6) Workpapers - Should include verification for all informatioh on 

(a) Base salaries - list and method of vertification used. 

(b) Stock options - should include duties of grant, computations, etc. 

(c) Incentive compensation - be sure to include all supporting data. 

(d) Sales or Commissions Plans or Practices 

(e) Job prerequisites . 
^'") Copy of Plans 

(a) Stocks plans 



(b) Incentive Comp. Plans 

(c) Sales plans ' 

(d) Productivity plans 
(8) Pay Board Q and A's > if any, attach -copies . 

. (9) Memorandums supporting positions if any. 

Any other exhibits, proxy statements, annual reports, 
AH items should be tabed as shown in example and clearly cross-referenced ^ to ^^.„:, 
index. 

(10) For investigations other than executive compensation, the above forms should be 
used and adppted as necessary for the particular case. 



HIGHER PRICES INCORPORATED 
NO. I MARITIME PIAZA 
C.L.C. No. 502 

Completed March 9, 1973 



By: 

H, R, Ruby 




Address any reply to: 450 Golden Gate Ave. 

San Francisco, Calif. 94 



DISTRICT DIRECTOR 
INTERNAL REVENUE SERVICE 



District Director 
Internal Revenue Service 
San Francisco, California 
ATTN: Assistant to the Director 
(Stabilization) 

Re: Higher Prices Incorporated 
No. 1 Maritime Plaza 
San Francisco, California 

FINAL - No Violation 



Basis for the Investigation 

This report is in response to the S-71 requesting an investigation of 
the executive compensation program of Higher Prices, Incorporated, 
The Stabilization Investigation Transmittal directs an inquiry into the 
companies executive compensation plan, including base salary, job pevr 
quisites and incentive compensation paid to corporate officers. The 
ultimate purpose was to gather information to complete the attached 
Form S-82, to analyze this information, and to determine if the compen- 
sation paid to the corporate officers exceeded the amount allowable under 
the Phase II Regulations. 

Results of the Investigation 

On March 1st Frank Lyon contacted the subject company and requested 
the information necessary for the investigation. On March 5 , 1973 , 
Fred Fish and Frank Lyon from the Economic Stabilization Program 
met with Mr. Lloyd Steve of Higher Prices Incorporated, and Mr. /B.j^qwn 
of the law firm of Alpha Beta Kapps . The wage information was provided 
and additional discussion of the stock option plans took place. On March 
6th the investiators met with Mr. Lloyd Steve and Mr. Clifford Diamond for 
the purpose of gathering the information on the stock option plan. 
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dn the basis of the information received, Part II of the S-82 was completed. 
Exhibit A itemizes the individual officers' salaries. This list was copied 
from the personnel records of the company which recorded the salary history 
of the corporate officers. 

Parts II and IV were also completed on the basis of the stock option informa- 
tion obtained from the company's records. The Schedule F worksheets itemize 
the specific grants. In addition, Schedule G contains the reports by the 
compensation and stock ption committee which designates who the receipients 
of the options were. 

It is important to note that the grants in 1971 were approved in a Decision 
and Order. (See Schedule B) The total number allowable was also designated 
as the base year amount for the subsequent two month period. The company 
did not grant in excess of the allowable amount of options in either 1971 
or 1972. 

The appropriate employee until which includes the corporate officers, is 
composed of all salaried employees. There are two thousand employees in this 
until and the control years run from November to November. In the first 
control year this until received a 5.3 percent increase in the average hourly 
wage and a .2 percent increase in qualified benefits. In the second control 
year, the until received a 5.3 percent increase to the hourly rate and a 2.5 
percent increase to qualified benefits. 

Higher Prices, Incorporated is on a calendar year. Their stock option plan 
is silent as to time periods. The plan was adopted on August 13, 1971, and 
the Board of Directors approved a grant of 160,000. The Pay Board allowed 
this as the maximum amount during a twelve month period from August, 1971 
to August, 1972. In this way the Decision and Order implies a plan year 
to August to August. 

Conclusions 



The analysis of the salary schedule and the option information provided by 
Higher Prices, Incorporated indicates that this company has not violated 
the general wage and salary standard in compensating its corporate officers. 




Ecoriomic Stabilization Program 

Comp.K^r.ce Jnvestisa^ion VJorksheet - Exccutivo and Var:ablo Compensation 

(^^ctfon references are to (he Stabt'lization Regulations. Attach addiiionai sheets if more space is needed.) 

.t I - Identification . 



1. Namo and address of firm ' 

h^K^htfl pi^K\*^ Incorporated 

If 1 Maritime Plajra 

San Francisco, California 



Part II ~ General 



2. SIC code (if avaiiatfe} 
9 . 10 



3. FYincipal product, activity or service 
wood and paper products 



4. Check the appropriate boxes below and complete the applicable sections of this worksheet 

ja) The firm issued stock options 

(b) The firm awards incentive compensation as defined in Section 201 .72 (e| 



ffl 

/-.i r' ■ il J < r -I-—"-- - ... «ww..^ . .■....^.(wi • •••••••••••• [Xl 

(cf The firm has a productivity incentive program as defined in Section 201 .61. • . . • . • • • .... , 

(d) The firm pays variable compensation as defined in Section 201 .77 • • • • iZ] 

(e) The firm provides job perquisites as defined in Section 201 .72(d) •. •••• • jVl 



S. What Is the form of the organization? 



(a) Corporation g] 



(b) Partnership □ (c) Sole proprietorship 



6. If a corporation, list the corporate officers and salary information in the space below. The percentage in column (c) should be 
obtained by dividing the total in column (a) by the total in column (b) and subtracting 100%. 
If additional space is needed, check the following box and attach list..... — I 



NarT>« 


Title 


Currenl 

la) 


PayroM Period 

tbi 


Percent ago I 
Change I 
|c| 1 


See nttached schedule 




$ 


$ 


% 1 


at Exhibit A 








% 1 










% 1 










% 1 










% 1 


*■ -als 


$ lp272»072. 


$1,293, 336. 


1.67% 1 



be completed for the AgU if the current base salary of any officer substantially exceeds a 5.5% increase.) 



8. Have any pay rulings or decisions been issued to this employer or are any pending? •••• fxl Yes I — I No 

lf-"Ves," describe. ' ^ 

Case // 846.4^ ... A Decision and Order dated July 21, 1972 gives permission 
to grant 160.000 units during the base period and stated that this shall 
become the base year amount for a subsequent twelve month period. See exhibit B 

9an IN - Stock Options (Compiete only if the firm has a stock option pfan and has issued stock options since 
December 76. 197 J} 



9. Does the employer's stock option plan or any of the options granted under the plan since December 16, 1971 , meet the definitions! 
of: 

(a? An existing contract, pursuant to Section 201 .72(f)? □ Ves^ No 

<b) A pay practice previously set forth, pursuant to Section 201.72(g)? . PI Yes ri No 

(c) If "Yes" to {a) or (b). explain. ^ 



(Plans or options meeting the definitions of an existing contract or a pay practice previously set forth generalty wiff be a/fowed 
to operate under Section 207.35.} 

1 0. Does the plan meet the following provisions of Section 201.76{bKl}: " 

(a) Were the stock options granted in writing? • ' i — i yes f"! No 

(bl. Does the plan have stockholders' approval? - ****** rnvoc H m« 

If "Yes/ give the date > ..•.....(;;] Yes □No 

(c) Is thornaxi.mum number of shares stipulated? • . ■ r-^voc i — i 

If "Yes/givethe nuiT^er^ BYes ONo 

d) Is the option price not less than 100% of FMV? n RlYes TlNo 

If "Noj* explain. * ^ * ' — ' 



• {e) If "No** to (a I, (bl. (c| or (d). check item !t(e) and complete item 13 and Part VII 
Form S-82 <2.73) 
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: 11 .Check the type of^plan below and cotnpuie allowable options in item 12. 

(•) Existing sioclT^optlon plan (Section 201 .76(b)). Allowable options are computed per Section 201 .76(bJ(1 )(iil or (iii) or 

Section 201 .76(c)(l ).!2>.(3) or |4) .Sec 6i:.n;:eRcn£. r.t. exhibit. B 

(b) Replacement of existing plan (Section 201 .78(a)). Allowable options are computed per Section 201 .76(b)l1 )(ii) or (lii) 

Of Section 201 .76(c)(1 1.(2), (3) or (4). as applicable to the existing plan □ 

(c) Modification or revision of existing plan (Section 201 .78(b)). Allowable options are computed in the same manner as 

in Item (b). above •»..•....• •...•••••»•••»#["] 

(d) New plan (Section 201 .78(c)) requires approval. Ootermif^e allowable shares from the Decision a*ncl*drderl *(See Pay * * * ^ 
Board Rufing i 972^1 13 if the firm had a previous stock option ptanj • •••••[!*] 

<•) Other. Check here if the plan is not covered by (a),(b),(c) or (d), above, and complete item 13 and Part VII Q 



12. (ft) Amount of a1 1 ovyable shares under the Stabilization Regulations. (Show computation on (b) below; If a new plan or an exception 
was grantied, enter the amount from the Decision and Order.) 

(1 ) Date plan adopted t> \ S'- 13-71 

(2) Corporation fiscal vear|S Calendar 

(3) Total numlwr of^s^^ available for option under the stock option plan as of Decenijer 17. I97'l;r.[^ ^ 1 Qon 

<4H'St the aggregate number of shares under stock options granted in each of the envjloyer's last t^ree fiscal years ending 
before November 14, 1971. k icn 

(a) First year ending before 11/14/71 \> See exhibits F and G 

(b) Second year ending before 1 1/14/71 [> iJ,:)UU 

(c) Third year ending before 11/14/71 l> 20.950 

(5) How many shares under option were granted in the fiscal year including Noverrtjer 14, 1971 , and granted before 
December 17, 1971? (These options may be exercised per Section 201.76(2)) {> 0 

(6) Have options been granted since December 16, 1971? « nves riNo"" 

If ••Yesy for how many shares? [> 53,500 

(b) Compute below allowable shares per Section 201.76tb) w (c) and enter in item 13(a)(3) fa each applicable fiscal year. 

Per Decision and Order dated July 21, X972 Exhibit B 

160,000 shares were allowed in the first of the plan. 



13. <a) Computation of options exceeding the Stabilization Regulations. {Use a separate column for eac h fiscal year.) 

(1 ) Fiscal year(s) of grant • 

(2) Number of shares covered by options granted 

(3) Number of allowable shares (from 12(b), or enter **none" if 
item 1 1 (e) is checked) ••»•••«••••••••••••••••••• 4 

{A) Excess, if any (tine (2), above, fess line (3)) < 



1071 


1077 






S1,5QQ — — 

















jb) Were options granted for shares in excess of the number allowable under the Stabilization Regulations? flYes flTiNo 

.14. If "Yes" to item 13(b). refer to item It and check the applicable box below, 

(a) Plan is described in item n(a).(b),(c) or (d). (Excess number of shares are a violation of the Stabilization Regulations. 
If there is r.o litigation potential, the firm should be advised that it is in violation and instructed to cancel the options 
granted for such excess} •••••••• Q] 

(b) Item 1 1 (el is cKi.cked. Determine the value of the stock options (See Section 20U76{fih Show computation and 
complete Part VII. •••• , Q 

Does Not Apply / 



■Parj IV> Incentive Compensation (Other than stock options or productivity incentive as defined in Section 20U61 or 
plans or practices covered by Section 20U77) 

(Complete this part for each separate plan or practice if, employer awards incentive compensation, as defined in Section 20f,72fe),) 

; 16. (a) Is incentive compensation awarded under a plan as defined in Section 201 .74?* • • • • • • Q Yes No 

. If "Yesj' attach copy. 

(b) Is incentive compensation awarded under a practice as defined in Section 201 .75? •• • • □ Yes 

If "Yes," describe method for deter mi niftg aggregate amount of awards pursuant to the practice, or enter 
the bonus percentage as determined by the Tormula in Section 201 .75(a)(1 ). 



j Form S-82 (2-73) 
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1€* Does the plan or practice or any awards made thereunder meet the definitions of: 

(a) An existing contract? • O Yes Jp No 

(b) A pay practice previously set forth? * •• Q Yes Q No 

(c) If "Yes" to {a} or fb). explain. 



17. Yihat is the plan or practice year?^ 12-31-72 ■ 

18. If the plan or practice makes awards in other than cash, or provides for deferred payments. explain. (See Sections 20f.74(cJ(f) and 
(3),of201.75(c)(Uand(3J.J 

Phantom ^tock Awards 

)9« Show the computation of the allowable amount, pursuant to Section 20).74(b} if a pian« or to Section 201.75(b) if a practice. 
See Decision and Order ,.•.168,000 units Exhibit B 



20. (a) Has the employer made awards under the plan or practice after November 13, 19717 K] Yes Q No 

(b) If "No" to (a), when does employer expect next awards to be made?^ 

(c) If "Yes" to (a), what was the aggregate amount of the award? ^ 5J, 5Q0» 

(d) If there is an amount in (c), does it include the following: 

U) Items deferred to a later year? «... • • • • Q Yes No 

{2) Items deferred from an earlier year?, ^ , , , D Yes S No 

(3) Noncash items? • Yes D No 

ley If "Yes" to (1). (2) or (3). explain. 



Phantom Stock Awards 



21. If there is an amount in item 20(c). is it more than the allowable amount computed In Item 19?. .......... fl ««« lu** 

If -Yes." complete Part VII. LJ Yes Ufl No 

(a) If a "plan." determine the aggregate maximum amount computed in accordance with the plan formula. ^ on applicable 

(b) If a "practice/' determine the aggregate maximum amount computed in accordance with the formula in item 15ib|. 



23. (a) Has the employer adopted a new or replacement incentive compensation plan or revised or modified its existing plan since 

November 13. 19717. □ Yes N o 

(b) Was approval required under Section 201.78? d Yes Q No 

(c) If "Yes" to (b). has a Decision and Order been received? Yes Q No 

(d) if "No" to (b) or {c)» determine if any amounts paid should be apportioned to wages and salaries, compute 
the amount below, and complete Part VII. 



Part V— Sales or Commission Ptans or Practices and Certain Production Incentive Programs (Complete for each separate 
plan, practice or program} Does not apply • 



24. Prior to November 14. 1971, did the employer have established and in effect a'i;/iles or commission plan or practice or a production 

incentive program covering nonunion employees? ..••.«... Qycs Q No. 

If plan or written program, attach copy. If practice or program, not written, describe method for detemiining amount of compensa- 
tion. ——V 



25. If "Yes" to item 24. has the method of calculating earnings changed since November 14, 1971? O Yes Q No 

If "No," plan may operate per Section 201.77(a)(1). ■ ^ - 

If "Yes" to item 25, based on project sales volume or production output: 

(a) Estimate the aggregate amount of compensation payable under such changed plan, practice or program 5 " ■ ■ - "'■ ; 

{b) State the aggregate amount of compensation that would have been payable had no change in the method of calculating earnings 
occurred $ v • ■ • 

(c) If (a) exceeds (b), check foil owmg box and complete Part VII. • • • LJ 

27. If "No" to item 24, has such a plan, practice or program been established since November 14, 1971? n v«.o Tl w« 

If "Yes." complete Part VII. U res 

Foirn S-82 (2-73) 
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28. (a) if "Yes" to items 25 or 27, was approval required under Sectior) 201 .78? • • • Q Yes O 

(b) If "Yes" to (a), obove, has a Decision and Order been received? ••••• Q Yes No 

(c) If "No" to (a) or (6), above, dotermirw any amount to be apportioned to wages and s^ilaries and complete Part VII. 



29. Does the employer claim that its plan, practice or program is a productivity incentive program? O^es Q No 

tf "YesJ* complete items 30 and 31 . 

30. Describe method by which compensation under such program is computed. 



3V. Does such program qualify as a productivity incentive program pursuant to Section 201 .61 (d)? Q Yes Q No 



If "NoJ' treat as a Section 201 .74, 201.75 or 201 .77 plan or practice, es iipplicable, and complete the appropriate port of this form. 

Part VI - Job Perquisites 

32* List all items furnished by the employer you consider to be perquisites as defined in Section 201 .72 (d). 

During 1971 and in the early part of 1972, the company paid for a financial 
consuming service tic several corporate officers, at a total cost of $15,000. 
This pro;;rnm was discontinued in 1972» ■ 

33. List all business expense reimbursement practices of the employer, including mileage reimbursement, club dues payments, etc; 

' See exhibit D» 

34. K'is the employer made any changesin itspractices as described in items 32 and 33 (e.g., increasing mileage reimbursement, 
adopting a tuition reimbursement pcografn* issuing gasoline credit cards, etc*) since November 13, 1971? • O Yes Q No 
If "Y'tssJ' describe* 



r*^ Does employer intend to include the value of such changes in pay adjustment computations? •••••••Q Yes Q No 

' A* portion of the figure in 32 was included in the P.B. 3.« 

36. Should any Items furnished as job perquisites be apportioned to wages and salaries? ••••••• ••••CI] Xx] No 

If "Yes." compute below and complete Part Vtl. 



Part V({ - Appropriate Employee Unit (AEUj (Use additionaf pages if more Chan one AEU iS involved} 

37. Amounts to be apportioned to this AEU were determined from items (circle applicable item numbers): 

7. 9. n(e). 14(b), 21. 23(d). 26(c), 27 or 36, ^_ 

38* Identify the itemis) to be apportioned to the AEU and the amount. 
Sec Exhibit E, • • 



39. Describe the AEU against vwhich amounts deemed increases in vwages and salaries attributable to either stock options or 
incentive compensation plans or practices will be charged. 

All salaried employees of this company are included in a sinj^le unit. 



40. If employer is incorporated, do corporate officers participate in this AEU? •••• ••••• Yes Q No 

If "NoJ' explain. ^ 

41. Is the AEU the same as the: (a) Incentive plan or practice unit? Q ^es Q No 

(b) Stock option pian unit? • • • • * • • * • •••••••□ Vcs Q^j No 

A'^ Prepare and attach a Form Pa-3 for each AEU. Numoer of Forms PB-3 attached >_t^ 

if comments, attach additional sheet and check here ••••• • lIj 

Part VIU - Signatures • , \ / » /' /' " 



44. Investigator.^^ ^ / ^/^^ /* /.>' 








47. Date 


Ferm S-82 <2-73) 
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